©O© 00 N O Ol bW

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

5521-S AVH HC H2669. 1

SSB 5521 - H COW AMD
By Commttee on Health Care

Strike everything after the enacting clause and insert the
fol | ow ng:

"Sec. 1. RCW 48.21.045 and 1995 ¢ 265 s 14 are each anended to
read as foll ows:

(1) (a) By January 1, 2004, an insurer offering any health benefit
plan to a snmall enployer shall offer and actively market to the snal
enpl oyer a single health benefit plan ((prevdingbenetitsidenticalte

| hedul : | healtd . I . I I
e I i vidual Ll ed i I basi heal £l Lan))

featuring a limted schedule of covered health services. Not hing in
this subsection shall preclude an insurer from offering, or a small
enpl oyer from purchasing, other health benefit plans that may have nore
((e—1+ess)) conprehensive benefits than ((the—baste—health—plan-
provi-ded—sueh—plans—are—in—accordance—wth—thi-s—ehapter)) those

included in the product offered under this subsection. Any health
benefit plan offered by an insurer in addition to the plan offered
under this subsection is subject to all requirenents applicable to
health benefit plans offered under this chapter. An insurer offering
a health benefit plan ((t+hat—deoes—noet—inelude benetits—i+nthe basie
health—plan)) under this subsection shall clearly disclose ((these
eiffereneces)) all covered benefits to the small enployer in a brochure
approved by the comm ssioner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physician |icensed under chapter ((38-5+e6+—31871+ RCOW but)) 18.22,
18.57, or 18.71 RCW a naturopath |icensed under chapter 18.36A RCW or
a nurse licensed under chapter 18.79 RCW The insurer may require that
persons covered under this health benefit plan choose a single prinmary
care practitioner for receipt of primary care services. The health
benefit plan offered under this subsection is not subject to the
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requi rements of RCW 48.21.130, ((48—21-2140—48-21-141-)) 48.21.142,
48.21. 144, 48.21.146, ((48—21-160—through—48-21-197-)) 48.21.200,
48. 21. 220, ((4821225—4821-230,—4821-235;)) 48.21.240, 48.21. 244,
48.21. 250, ((48—21-360+)) 48.21.310, ((e+r)) 48.21.320 ((H+—HH)—The
heal th I ‘ | . I I fari I = : hi
suhsect-on—that—provi-des—benettts—identical—to—the—baste—health—plan—
to—the—extent—these—regienents—difter—Hom-the—baste—healt-h—plan—eor
++))), or 48.43.045. If a health benefit plan offered under this
subsection does not adhere to the requirenents of RCW 48.43.045, the
pl an cannot offer services that would be wthin the permtted scope of
practice of providers whose services would be covered but for the
insurer's decision not to adhere to the requirenents of RCW 48. 43. 045.
The health benefit plan ((+s)) authorized in this section my be
offered to enployers wth not nore than ((twenrty—+ive)) fifty
enpl oyees.

(2) Nothing in this section shall prohibit an insurer from
offering, or a purchaser from seeking, health benefit plans wth
benefits in excess of the ((bastehealthplanserviees)) health benefit
plan offered under subsection (1) of this section. Al forns,
policies, and contracts shall be submtted for approval to the
comm ssioner, and the rates of any plan offered under this section
shall be reasonable in relation to the benefits thereto.

(3) Premumrates for health benefit plans for small enployers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comrunity rate for:

(1) CGeographic area;

(1i) Famly size;

(1i1) Age; and

(tv) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The insurer shall be permtted to develop separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
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the primary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenments of this
subsection (3).

(d) The permtted rates for any age group shall be no nore than

and)) three hundred seventy-five percent of the lowest rate for all age

groups on January 1, 2000, and five hundred percent on January 1, 2004,
and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns ((net—teo—exceedtwenty—percent)).

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(tv) Changes in governnent requirenments affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted conmunity rates established under this section shal
pool the nedical experience of all small groups purchasing coverage.

(4) ((Fhe—heatth—benett—plans—avthortzed-—by—this—section—that—are

ex+sting—poey—Fforthebeneftit—ofenployees+nthis—state—)) Nothing
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in this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
an insurer in determning whether to provide coverage to a snall
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier

(b) An insurer shall not require a mninmum participation |eve
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) An insurer may not increase any requirenment for mninmm
enpl oyee participation or nodify any requirenent for mninmum enpl oyer
contribution applicable to a small enployer at any tinme after the smal
enpl oyer has been accepted for coverage.

(6) An insurer nust offer coverage to all eligible enployees of a
smal | enpl oyer and their dependents. An insurer may not offer coverage
to only certain individuals or dependents in a small enployer group or
to only part of the group. An insurer may not nodify a health plan
wWth respect to a snall enployer or any eligible enpl oyee or dependent,
through riders, endorsenments or otherwise, to restrict or exclude
coverage or benefits for specific diseases, nedical conditions, or
services otherw se covered by the plan.

(7) As wused in this section, "health benefit plan," "small
enpl oyer," "basic health plan,” "adjusted conmunity rate," and
"wel | ness activities" nmean the sane as defined in RCW 48. 43. 005.

Sec. 2. RCW48.44.023 and 1995 ¢ 265 s 16 are each anended to read
as follows:

(1)(a) By January 1, 2004, a health care services contractor
offering any health benefit plan to a small enployer shall offer and
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actively market to the small enployer a single health benefit plan

the—bastehealthplan)) featuring a limted schedule of covered health
services. Nothing in this subsection shall preclude a contractor from
offering, or a small enployer from purchasing, other health benefit
pl ans that may have nore ((er—tess)) conprehensive benefits than ((the
basi heal t4 Lan.  ded I | . I o hi
ehapter)) those included in the product offered under this subsection.
Any health benefit plan offered by a contractor in addition to the plan
of fered under this subsection is subject to all requirenents applicable
to health benefit plans offered under this chapter. A contractor
offering a health benefit plan ((t+hat—does—not—tneludebenefits—inthe
baste—health—plan)) wunder this subsection shall clearly disclose
((these—differences)) all covered benefits to the small enployer in a
brochure approved by the comm ssioner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physician |icensed under chapter ((38-5+e6+—31871+ ROW but)) 18.22,
18.57, or 18.71 RCW a naturopath |icensed under chapter 18.36A RCW or
a nurse licensed under chapter 18.79 RCW The insurer may require that
persons covered under this health benefit plan choose a single prinmary
care practitioner for receipt of primary care services. The health
benefit plan offered under this subsection is not subject to the
requi rements of RCW ((48—44-—225:)) 48.44.240, 48.44.245, ((48—44—290+-
48-44.-300,)) 48.44.310, 48.44.320, 48.44.325, 48.44.330, 48.44. 335,
48.44.340, 48.44.344, 48.44.360, 48.44.400, ((48—44-440,)) 48.44.450,
((and)) 48.44. 460 ((H—FH)r—Thehealthbenretit—plan—is—the rmandatoery

£ ari I a)—ofthi I . I o I T o  cal
he_basi-c_heal-th—plan. I I : Y :
the—baste—health—plan—er—(++))), or 48.43. 045. If a health benefit

plan offered under this subsection does not adhere to the requirenents
of RCW 48.43.045, the plan cannot offer services that would be within
the permtted scope of practice of providers whose services would be
covered but for the contractor's decision not to adhere to the
requi renents of RCW 48.43. 045. The health benefit plan ((+s))
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authorized in this subsection nmay be offered to enployers with not nore
than ((twenty—f+ve)) fifty enpl oyees.

(2) Nothing in this section shall prohibit a health care service
contractor fromoffering, or a purchaser from seeking, health benefits
plans with benefits in excess of the ((baste—health—plan—serviees))
health benefit plan offered under subsection (1) of this section. Al
forms, policies, and contracts shall be submtted for approval to the
comm ssioner, and the rates of any plan offered under this section
shall be reasonable in relation to the benefits thereto.

(3) Premumrates for health benefit plans for small enployers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The contractor shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comrunity rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection nmay not
use age brackets smaller than five-year increnments, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The contractor shall be permtted to devel op separate rates for
i ndi vidual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenents of this
subsection (3).

(d) The permtted rates for any age group shall be no nore than

and)) three hundred seventy-five percent of the lowest rate for all age

groups on January 1, 2000, and five hundred percent on January 1, 2004,
and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost

attributed to such prograns ((net—teo—exceedtwenty—percent)).

(f) The rate charged for a health benefit plan offered under this




© 00 N O Ol WDN P

W W WWWWWNDNRNNNNMNNMNNNMNNNNRRRRRRRERRRPR
OO O A W NP O OO0 ~NOD UGG A WNP O OOLONOO OGP WDNDPEO

section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(tv) Changes in governnent requirenments affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anobunts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted conmunity rates established under this section shal
pool the nedical experience of all groups purchasi ng coverage.

(4) ((Fhe—heatth—benett—plans—avthortzed-—by—this—section—that—are

A a N
A C Cl Ci O v Ci w Ci

} [ —)) Not hi ng
in this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
a contractor in determning whether to provide coverage to a snal
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier

(b) A contractor shall not require a mninum participation |eve
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.
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(c) I'n applying mninmum participation requirenents with respect to
a small enployer, a snmall enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A contractor may not increase any requirenent for m ninmm
enpl oyee participation or nodify any requirenent for mninmum enpl oyer
contribution applicable to a small enployer at any tinme after the smal
enpl oyer has been accepted for coverage.

(6) A contractor nust offer coverage to all eligible enployees of
a small enployer and their dependents. A contractor may not offer
coverage to only certain individuals or dependents in a small enployer
group or to only part of the group. A contractor may not nodify a
health plan with respect to a small enployer or any eligible enployee
or dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherwi se covered by the plan.

Sec. 3. RCW48.46.066 and 1995 ¢ 265 s 18 are each anended to read
as foll ows:

(1) (a) Beginning January 1, 2004, a heal th mai nt enance organi zati on
offering any health benefit plan to a small enployer shall offer and
actively market to the small enployer a single health benefit plan

the—bastehealthplan)) featuring a limted schedule of covered health
servi ces. Nothing in this subsection shall preclude a health
mai nt enance organization from offering, or a small enployer from
pur chasi ng, other health benefit plans that may have nore ((ertess))
conprehensive benefits than ((t+he—basie—health—plan—provided—such
plans—are—tn—accordance—wth—this—echapter)) those included in the

product offered under this subsection. Any health benefit plan offered
by a health nmintenance organization in addition to the plan offered
under this subsection is subject to all requirenents applicable to
health benefit plans offered under this chapter. A health maintenance
organi zation offering a health benefit plan ((t+hat—dees—noet—ihelude

benrefits—+nthebastehealthplan)) under this subsection shall clearly
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di scl ose ((these—differences)) all covered benefits to the small
enpl oyer in a brochure approved by the conm ssioner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physician |icensed under chapter ((38-5+—e6+—1871+ ROW but)) 18.22,
18.57, or 18.71 RCW a naturopath |icensed under chapter 18. 36A RCW or
a nurse licensed under chapter 18.79 RCW The health maintenance
organi zation may require that persons covered under this health benefit
plan choose a single primary care practitioner for receipt of primary
care services. The health benefit plan offered under this subsection
is not subject to the requirenments of RCW ((4846-—275—48-46-—280-
48-46-285-)) 48.46.290, ((48-46-350—48-46-355-)) 48.46.375, 48. 46. 440,
48. 46. 480, ((48-46-510,)) 48.46.520, ((and)) 48.46.530 ((H=—)—The
heal th I ‘i | . I I fari I = : hi

I . I g I ‘i o  cal he—basi-e—_heal-th—plan-

I I . Y : he_basi-c—healt h—plan:
H++))), or 48.43.045. If a health benefit plan offered under this
subsection does not adhere to the requirenents of RCW 48.43. 045, the
pl an cannot offer services that would be wthin the permtted scope of
practice of providers whose services would be covered but for the
health maintenance organization's decision not to adhere to the
requirenents of RCW 48. 43. 045. The health benefit plan ((+s))
authorized in this section nmay be offered to enployers with not nore
than ((twenty—+ive)) fifty enpl oyees.

(2) Nothing in this section shall prohibit a health maintenance
organi zation fromoffering, or a purchaser fromseeking, health benefit
plans with benefits in excess of the ((baste—health—plan—serviees))
health benefit plan offered under subsection (1) of this section. Al
forms, policies, and contracts shall be submtted for approval to the
conmm ssioner, and the rates of any plan offered under this section
shall be reasonable in relation to the benefits thereto.

(3) Premumrates for health benefit plans for small enployers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The health maintenance organization shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;
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(1i1) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection nmay not
use age brackets smaller than five-year increnments, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The health nmaintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection (3).

(d) The permtted rates for any age group shall be no nore than

and)) three hundred seventy-five percent of the lowest rate for all age

groups on January 1, 2000, and five hundred percent on January 1, 2004,
and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns ((net—teo—exceedtwenty—percent)).

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(1i1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, with the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network

10
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providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted conmunity rates established under this section shal
pool the nedical experience of all groups purchasi ng coverage.

(4) (( Fhe—heatth—benett—plans—avthortzed-—by—this—section—that—are

AD N N
A C Cl Ci O v Ci w Ci

i [ —)) Not hi ng
in this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
a health maintenance organization in determning whether to provide
coverage to a small enpl oyer shall be applied uniformy anong all small
enpl oyers applying for coverage or receiving coverage fromthe carrier

(b) A health maintenance organization shall not require a m ninmm
participation | evel greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
the applicabl e percentage of participation is net.

(d) A health mintenance organization my not increase any
requirenent for mninum enployee participation or nodify any
requi renment for mninum enployer contribution applicable to a small
enpl oyer at any tine after the small enployer has been accepted for
cover age.

(6) A health maintenance organization nust offer coverage to all
el igible enpl oyees of a snall enployer and their dependents. A health
mai nt enance organization may not offer coverage to only certain
i ndi viduals or dependents in a small enployer group or to only part of
the group. A health maintenance organi zation may not nodify a health
plan with respect to a small enployer or any eligible enployee or

11
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dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

Sec. 4. RCW48.43.035 and 2000 ¢ 79 s 24 are each anended to read
as follows:

For group health benefit plans, the follow ng shall apply:

(1) Except as provided in subsection (2) of this section, all
health carriers shall accept for enrollnment any state resident within
the group to whomthe plan is offered and within the carrier's service
area and provide or assure the provision of all covered services
regardl ess of age, sex, famly structure, ethnicity, race, health
condition, geographic |location, enploynent status, socioecononc
status, other condition or situation, or the provisions of RCW

49. 60.174(2) . The insurance comm ssioner nmay grant a tenporary
exenption from this subsection, if, upon application by a health
carrier the commssioner finds that the clinical, financial, or

adm ni strative capacity to serve existing enrollees wll be inpaired if
a health carrier is required to continue enrollnment of additional
el i gi ble individual s.

(2) A health carrier may require any sole proprietor or self-
enployed individual applying for a group health benefit plan to
conplete the standard health questionnaire designated under chapter
48.41 RCW The exceptions to the health benefit questionnaire
requi renent provided in RCW 48.43.018(1) (a) through (c) apply to
applications by sole proprietors or self-enployed individuals for group
health benefit plans.

(a) If, based upon the results of the standard health
guestionnaire, the sole proprietor or self-enployed individua
gualifies for coverage under the Washington state health insurance
pool, the follow ng apply:

(i) The carrier may decide not to accept the sole proprietor or
self-enployed individual's application for enrollnent in its group
health benefit plan; and

(ii) Wthin fifteen business days of receipt of a conpleted
application, the carrier shall provide witten notice of the decision
not to accept the sole proprietor or self-enployed individual's

12
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application for enrollnent to both the sole proprietor or self-enployed
individual and the admnistrator of the Wshington state health
i nsurance pool. The notice to the sole proprietor or self-enployed
individual nust state that the individual is eligible for health
i nsurance provided by the WAshington state health insurance pool, and
must _include information about the Washington state health insurance
pool and an application for such coverage. If the carrier does not
provide or postnmark the notice within fifteen business days, the
application is deened approved.

(b) If the sole proprietor or self-enployed individual applying for
a group health benefit plan: (i) Does not qualify for coverage under
the Washington state health insurance pool based upon the results of
the standard health questionnaire; (ii) does qualify for coverage under
the Washington state health insurance pool based upon the results of
the standard health questionnaire and the carrier elects to accept the
person for enrollnent; or (iii) is not required to conplete the
standard health questionnaire under this subsection, the carrier shal
accept the sole proprietor or self-enployed individual for enroll nent
if he or she resides within the carrier's service area and provide or
ensure the provision of all covered services regardless of age, sex,
famly structure, ethnicity, race, health condition, geographic
| ocation, enploynent status, socioeconom c status, other condition or
situation, or the provisions of RCW49.60.174(2).

(3) Except as provided in subsection ((£5))) (6) of this section,
all health plans shall contain or incorporate by endorsenent a
guarantee of the continuity of coverage of the plan. For the purposes
of this section, a plan is "renewed" when it is continued beyond the
earliest date upon which, at the carrier's sole option, the plan could
have been term nated for other than nonpaynent of premum The carrier
may consider the group's anniversary date as the renewal date for
pur poses of conplying with the provisions of this section.

((63))) (4) The guarantee of continuity of coverage required in
heal th plans shall not prevent a carrier fromcanceling or nonrenew ng
a health plan for:

(a) Nonpaynent of prem um

(b) Violation of published policies of the carrier approved by the
I nsurance conm ssi oner;
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(c) Covered persons entitled to beconme eligible for nedicare
benefits by reason of age who fail to apply for a nedicare suppl enent
plan or nedicare cost, risk, or other plan offered by the carrier
pursuant to federal |aws and regul ations;

(d) Covered persons who fail to pay any deductible or copaynment
anount owed to the carrier and not the provider of health care
servi ces;

(e) Covered persons commtting fraudulent acts as to the carrier;

(f) Covered persons who materially breach the health plan; or

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

((4)—Fheprovistons—of)) (5) This section ((de)) does not apply in
the foll owi ng cases:

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

(b) For group health plans sold to groups other than snall enpl oyer
groups, a carrier replaces a product and the replacenent product is
provided to all covered persons within that class or |ine of business,
includes all of the services covered under the replaced product, and
does not significantly limt access to the kind of services covered
under the replaced product. The health plan my also allow
unrestricted conversion to a fully conparabl e product; or

(c) For group health plans offered to small enployer groups, no
sooner than COctober 1, 2003, a carrier discontinues offering a
particular type of health benefit plan if: (i) The carrier provides
notice to each group provided coverage of this type of the
discontinuation at least ninety days prior to the date of the
di scontinuation; (ii) the carrier offers to each group provided
coverage of this type the option to enroll in any other small enpl oyer
group health benefit plan currently being offered by the carrier; and
(1ii) in exercising the option to discontinue coverage of this type and
in offering the option of coverage under (c)(ii) of this subsection
the carrier acts uniformy without regard to any health status-rel ated
factor of individuals enrolled through the small enployer group,
individuals who may becone eligible for such coverage, or the
collective health status of groups enrolled in coverage of this type;
or
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(d) Acarrier discontinues offering all snmall enployer group health
coverage in the state and discontinues coverage under all existing
smal | enployer group health benefit plans if: (i) The carrier provides
notice to the conmmssioner of its intent to discontinue offering al
smal |l enployer group health coverage in the state and its intent to
di scontinue coverage under all existing health benefit plans at |east
one hundred eighty days prior to the date of the discontinuation of
coverage under all existing health benefit plans; and (ii) the carrier
provides notice to each covered snall enployer group of the intent to
discontinue his or her existing health benefit plan at |east one
hundred eighty days prior to the date of the discontinuation and
includes information in the notice that can help the snall enployer
group identify alternative sources of coverage. In the case of
di scontinuation under this subsection, the carrier may not issue any
smal |l enployer group health coverage in this state for a five-year
period beginning on the date of the discontinuation of the last health
plan not so renewed. Nothing in this subsection (5) nay be construed
to require a carrier to provide notice to the conmssioner of its
intent to discontinue offering a health benefit plan to new applicants
where the carrier does not discontinue coverage of existing enrollees
under that health benefit plan; or

(e) Acarrier is wwthdrawing froma service area or froma segnent
of its service area because the carrier has denonstrated to the
i nsurance conm ssioner that the carrier's clinical, financial, or
adm ni strative capacity to serve enroll ees woul d be exceeded.

((65))) (6) The provisions of this section do not apply to health
pl ans deened by the insurance comm ssioner to be unique or limted or
have a short-term purpose, after a witten request for such
classification by the carrier and subsequent witten approval by the
I nsurance comm Ssi oner .

NEW SECTION. Sec. 5. A new section is added to chapter 48.43 RCW
to read as foll ows:

Begi nning January 1, 2004, any carrier offering health benefit
plans to small enployers in addition to the single benefit plan
aut hori zed under RCW 48. 21.045(1), 48.44.023(1), and 48.46.066(1) nust
of fer and actively market to small enployers at |east three other plans
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of the carrier's choosing. Nothing in this sectionlimts the ability
of a carrier to offer small enpl oyer group health benefit plans subject
to all requirenents applicable to health benefit plans offered under
this chapter in addition to those that nust be offered under this
section.

NEW SECTION. Sec. 6. A new section is added to chapter 48.21 RCW
to read as foll ows:

(1) As used in this section, "loss ratio" neans incurred clains
expense as a percentage of earned prem uns.

(2) By the last day of May each year any health insurer issuing or
renewi ng small enpl oyer group health benefit plans in this state during
t he precedi ng cal endar year shall file for review by the comm ssioner

supporting docunentation of its actual loss ratio for its small
enpl oyer group health benefit plans offered or renewed in this state in
aggregate for the preceding cal endar vyear. The filing shall include

aggregate earned prem uns, aggregate incurred clains, and a
certification by a nenber of the Anmerican acadeny of actuaries, or
ot her person approved by the comm ssioner, that the actual loss ratio
has been cal cul ated in accordance with accepted actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the comm ssioner, the filing is deened
approved unl ess prior thereto the comm ssioner contests the cal cul ation
of the actual |oss ratio.

(b) If the conm ssioner contests the cal culation of the actual |oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the health insurer.

(c) Any dispute regarding the calculation of the actual loss ratio
shall upon witten demand of either the comm ssioner or the health
i nsurer be submtted to hearing under chapters 48.04 and 34.05 RCW

(3) If the actual loss ratio for the preceding calendar year is
|l ess than the | oss ratio standard established in subsection (4) of this
section, a remttance is due and the foll ow ng apply:

(a) The health insurer shall calculate a percentage of premumto
be remtted to the Wshington state health insurance pool by
subtracting the actual loss ratio for the preceding year fromthe |oss
rati o established in subsection (4) of this section.
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(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, nultiplied by the
prem um earned from each enrollee in the previous calendar year.
| nterest nmust be added to the remttance due at a five percent annual
rate calculated from the end of the calendar year for which the
remttance is due to the date the remttance i s nade.

(c) Al remttances nust be aggregated and such anobunts nust be
remtted to the Washington state high risk pool to be used as directed
by the pool board of directors.

(d) Any remttance required to be issued under this section nust be
issued within thirty days after the actual loss ratio is deened
approved under subsection (2)(a) of this section or the determ nation
by an adm ni strative | aw judge under subsection (2)(c) of this section.

(4) The loss ratio applicable to this section is eighty-two percent
mnus the premum tax rate applicable to the health insurer's snmall
enpl oyer group health benefit plans under RCW 48. 14. 0201.

NEW SECTION. Sec. 7. A new section is added to chapter 48.44 RCW
to read as foll ows:

(1) As used in this section, "loss ratio" neans incurred clains
expense as a percentage of earned prem uns.

(2) By the last day of My each year any health care service
contractor issuing or renewing small enployer group health benefit
plans in this state during the precedi ng cal endar year shall file for
review by the conm ssioner supporting docunentation of its actual |oss
ratio for its small enployer group health benefit plans offered or
renewed in this state in aggregate for the preceding cal endar year.
The filing shall include aggregate earned prem uns, aggregate incurred
clains, and a certification by a nenber of the American acadeny of
actuaries, or other person approved by the comm ssioner, that the
actual loss ratio has been calculated in accordance wth accepted
actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the comm ssioner, the filing is deened
approved unl ess prior thereto the comm ssioner contests the cal cul ation
of the actual |oss ratio.
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(b) If the conm ssioner contests the cal culation of the actual |oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the health care service contractor.

(c) Any dispute regarding the calculation of the actual loss ratio
shal |l upon witten demand of either the conm ssioner or the health care
service contractor be submtted to hearing under chapters 48.04 and
34. 05 RCW

(3) If the actual loss ratio for the preceding calendar year is
|l ess than the |l oss ratio standard established in subsection (4) of this
section, a remttance is due and the foll ow ng apply:

(a) The health care service contractor shall cal cul ate a percentage
of premumto be remtted to the Washington state health i nsurance pool
by subtracting the actual loss ratio for the preceding year fromthe
| oss ratio established in subsection (4) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, nultiplied by the
premium earned from each enrollee in the previous calendar year.
I nterest nust be added to the remttance due at a five percent annual
rate calculated from the end of the calendar year for which the
remttance is due to the date the remttance is nade.

(c) Al remttances nust be aggregated and such anpbunts nust be
remtted to the Washington state high risk pool to be used as directed
by the pool board of directors.

(d) Any remttance required to be issued under this section nust be
issued within thirty days after the actual loss ratio is deened
approved under subsection (2)(a) of this section or the determ nation
by an adm ni strative | aw judge under subsection (2)(c) of this section.

(4) The loss ratio applicable to this section is eighty-two percent
mnus the premum tax rate applicable to the health care service
contractor's small enployer group health benefit plans under RCW
48. 14. 0201.

NEW SECTION. Sec. 8. A new section is added to chapter 48.46 RCW
to read as foll ows:

(1) As used in this section, "loss ratio" neans incurred clains
expense as a percentage of earned prem uns.
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(2) By the last day of My each year any health naintenance
organi zation issuing or renewi ng small enployer group health benefit
plans in this state during the preceding cal endar year shall file for
review by the conm ssioner supporting docunentation of its actual |oss
ratio for its small enployer group health benefit plans offered or
renewed in this state in aggregate for the preceding cal endar year.
The filing shall include aggregate earned prem uns, aggregate incurred
clains, and a certification by a nenber of the American acadeny of
actuaries, or other person approved by the comm ssioner, that the
actual loss ratio has been calculated in accordance wth accepted
actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the comm ssioner, the filing is deened
approved unl ess prior thereto the comm ssioner contests the cal cul ation
of the actual |oss ratio.

(b) If the conm ssioner contests the cal culation of the actual |oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the health mai nt enance organi zati on.

(c) Any dispute regarding the calculation of the actual loss ratio
shall upon witten demand of either the comm ssioner or the health
mai nt enance organi zation be submtted to hearing under chapters 48.04
and 34. 05 RCW

(3) If the actual loss ratio for the preceding calendar year is
|l ess than the | oss ratio standard established in subsection (4) of this
section, a remttance is due and the foll ow ng apply:

(a) The health nmaintenance organization shall calculate a
percentage of premum to be remtted to the WAshington state health
i nsurance pool by subtracting the actual loss ratio for the preceding
year fromthe loss ratio established in subsection (4) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, nultiplied by the
prem um earned from each enrollee in the previous calendar year.
I nterest nust be added to the remttance due at a five percent annual
rate calculated from the end of the calendar year for which the
remttance is due to the date the remttance is nade.

(c) Al remttances nust be aggregated and such anobunts nust be
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remtted to the Washington state high risk pool to be used as directed
by the pool board of directors.

(d) Any remttance required to be issued under this section nust be
issued within thirty days after the actual loss ratio is deened
approved under subsection (2)(a) of this section or the determ nation
by an adm nistrative | aw judge under subsection (2)(c) of this section.

(4) The loss ratio applicable to this section is eighty-two percent
mnus the premum tax rate applicable to the health maintenance
organi zation's small enployer group health benefit plans under RCW
48. 14. 0201.

NEW SECTION. Sec. 9. (1) The insurance comm ssioner shall submt
areport to the | egislature by Decenber 2006 on the extent to which the
heal th benefits plans authorized under RCW 48. 21. 045(1), 48.44.023(1),
and 48.46. 066(1) have been nmarketed and sold, and the extent to which
those plans are being offered by carriers that are new entrants into
the small group market, and the inpact of those plans, RCW 48.43. 035,
and section 5 of this act on the small group health insurance narket.

(2) To facilitate preparation of the report required in subsection
(1) of this section, each carrier shall submt the follow ng
information to the comm ssioner annually, beginning on a date set by
t he conm ssi oner:

(a) For each small enployer group health benefit plan sold in
Washi ngton state, including the health benefits plans authorized under
RCW 48. 21. 045(1), 48.44.023(1), and 48.46.066(1):

(1) Benefits covered,

(i1) Enrollnment, including the nunber of sole proprietors or self-
enpl oyed individuals, the nunber of small enployer groups by size of
the group and the nunber of covered |ives;

(ti1) Premuns charged; and

(1v) The nunber of sole proprietors or self-enployed individuals
who have qualified in the past twel ve-nonth period for coverage through
t he Washington state health insurance pool due to the results of the
standard heal th questionnaire.

NEW SECTION. Sec. 10. Section 4 of this act takes effect January
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