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SENATE BI LL 6551

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Session

By Senators Thi baudeau, Wnsley, Fairley, Spanel, Kohl-Wlles, B.
Shel don, Franklin, Doumt, Brown, Fraser, MAuliffe, Shin, Keiser,
Kl i ne, Poul sen, Regal a, Berkey, Eide, Prentice and Rasnussen

Read first time 01/23/2004. Referred to Conmttee on Health & Long-
Term Car e.

AN ACT Rel ating to expandi ng access to health insurance coverage;
amendi ng RCW 70. 47. 010, 70.47.020, 70.47.030, and 70.47.060; addi ng new
sections to chapter 70.47 RCW adding a new section to chapter 48.21
RCW adding a new section to chapter 48.44 RCW adding a new section to
chapter 48.46 RCW adding a new section to chapter 74.09 RCW adding a
new chapter to Title 50 RCW and creating new secti ons.

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

PART 1
EXPANDI NG ACCESS TO HEALTH | NSURANCE THROUGH FEES ON LARCGE EMPLOYERS

NEW SECTI ON. Sec. 101. (1) The legislature finds that:

(a) Mst working Washingtonians obtain their health insurance
coverage through their enpl oynent;

(b) I'n 2002, nore than six hundred thousand WAshi ngtoni ans were
uni nsured, and, anong uninsured working age adults, alnost seventy
percent had either one or two workers in their famly;

(c) People who are covered by health insurance have better health
outcones than those who |ack coverage. Persons w thout health
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insurance are nore likely to be in poor health, nore likely to have
m ssed needed nedications and treatnent, and nore likely to have
chronic conditions that are not properly nmnanaged;

(d) Persons without health insurance are at significant risk of
financial ruin or personal bankruptcy;

(e) The unpaid cost of health services provided to uni nsured peopl e
is shifted to paying patients, which increases the cost of health
services for enployers, individuals, and state and | ocal governnent.
Controlling health care costs can be nore readily achieved if a greater
share of working people and their famlies have health benefits; and

(f) The state of Washi ngton provides health i nsurance to | owi ncone
working famlies through nedicaid, the state children's health
i nsurance program and the basic health plan. These prograns are
payi ng the cost of coverage for people who work for |arge enpl oyers and
are not provided with health care coverage through enploynent. The
state also funds hospitals, comunity clinics, and other safety net
providers that provide care to those working peopl e whose enpl oyers do
not provide affordable health coverage to workers and their famlies as
well as to other uninsured persons.

(2) It is therefore the intent of the |egislature to:

(a) Expand access to health care by inposing a fee on |arge
enpl oyers, generating revenue that will be used to provide health care
through basic health plan enrollnent of the enployees of enployers
paying the tax, and their dependents. However, consistent with this
act, large enployers can reduce or elimnate their fee through
expenditures on health services for their enpl oyees;

(b) Maintain existing protections in |aw for persons eligible for
public prograns including, but not limted to, nedical assistance
progranms, the state children's health insurance program and the basic
heal t h pl an.

(3) In enacting this act, it is not the intent of the |egislature
to influence the content or adm nistration of enployee benefit plans,
and the legislature is neutral as to whether |arge enpl oyers choose to
pay the tax or provide health services to their enployees and
dependent s.

NEW SECTION. Sec. 102. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.
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(1) "Admnistrator” neans the admnistrator of the state health
care authority, as established in chapter 41. 05 RCW

(2) "Authority" nmeans the state health <care authority, as
established in chapter 41.05 RCW

(3) "Basic health plan" neans the program established in chapter
70. 47 RCW

(4) "Dependent" has the sane neaning as defined in RCW48. 43. 005.
"Dependent" does not include a dependent who is provided coverage by
anot her enployer or who is an eligible enrollee as a consequence of
t hat dependent's enpl oynent status.

(5) "Enrollee" neans a person who works at |east eighty-six hours
per nmonth for any individual enployer and has worked for that enployer
for three nonths. "Enrollee" includes sole proprietors or partners of
a partnership, if they are actively engaged at | east one hundred hours
per nonth in that business.

(6) "Fee" neans the fee as determined in sections 103 through 105
of this act.

(7) "Large enployer" neans any person, firm corporation
partnership, association, political subdivision, or self-enployed
individual that is actively engaged in business that, on at least fifty
percent of its working days during the preceding cal endar quarter,
enpl oyed fifty or nore full-tinme equival ent enployees, the majority of
whom were enployed within this state, and is not formed primarily for
pur poses of buying health insurance and in which a bona fide enpl oyer-
enpl oyee relationship exists. In determning the nunber of eligible
enpl oyees, conpanies that are affiliated conpanies, or that are
eligible to file a conbined tax return for purposes of taxation by this
state, are considered an enpl oyer

(8) "Medicaid" neans Title XIX of the federal social security act,
as adm ni stered by the departnment of social and health services under
chapter 74.09 RCW

(9) "State children's health insurance progrant nmeans the program
establ i shed under RCW 74.09. 450 and adm ni stered by the departnent of
soci al and health services.

NEW SECTI ON. Sec. 103. (1) Except as otherwi se provided in this
chapter, beginning Cctober 1, 2004, every large enployer shall pay a
fee as specified in this chapter.
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(2) The admnistrator shall establish the level of the fee by
determning the total anobunt necessary to pay for basic health plan
medi caid, or state children's health insurance program coverage, as
applicable, for all enrollees and their dependents. The fee nust be
based upon the conposite cost of providing the basic health plan,
nmedi caid, or state children's health insurance program benefit package,
as applicable, to enrollees and their dependents, based upon the
fundi ng assunptions in the biennial operating budget.

(3) The fee to be paid by each | arge enpl oyer nust be based on the
nunber of potential enrollees, and if applicable, dependents, using the
large enployer's own work force on a date specified by the
adm ni strator as the basis for the allocation and such other factors as
the admnistrator nmay determne in order to provide coverage that neets

the standards of this section. To assist the admnistrator in
determining the fee, each large enployer shall provide to the
adm nistrator information as specified by the adm nistrator regarding
potential enrollees and dependents. To the extent feasible, the

adm nistrator shall work with the enploynent security departnent to
facilitate the provision of information regarding the nunber of
potential enrollees and dependents.

(4) In setting the fee, the admnistrator my include costs
associated with the adm nistration of the fund, including those costs
associated with collection of the fee and its enforcenent by the
enpl oynment security departnent. The programi npl enented under this act
shall be fully supported by the fees and basic health plan enrollee
prem um contributions collected under this section and section 205 of
this act.

(5 The fees collected under this act nay not be used for any
purpose other than providing the basic health plan for enrollees and
their dependents, as well as costs associated with the adm nistration
of the plan and with collection of the fee under this chapter and its
enforcenent by the enpl oynent security departnent.

NEW SECTION. Sec. 104. (1) The adm nistrator shall provide notice
to the enploynment security departnment of the anobunt of the fee in a
time and manner that permts the enploynent security departnent to
provide notice to all large enployers of the estimated fee for the
budget year. The fee shall be based upon the nunber of enroll ees.
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(2) The enploynment security departnent shall nodify the fee due
fromany |arge enployer that is entitled to a credit under section 105

of this act. The enploynment security departnent shall specify the
manner and neans by which that credit may be clained by a |arge
enpl oyer.

(3) Revenue fromthe fee nust be deposited into the basic health
pl an enpl oyer fee account established in RCW 70.47.030.

(4) Coverage of an enrollee and dependents may not be conti ngent
upon paynent of the fee required under this act by the enpl oyer of that
enrol |l ee or dependents. If a large enployer fails to pay the required
fee, for whatever reason, the large enployer is responsible to the
account for paynent of a penalty of two hundred percent of the anopunt
of any fee that would have otherw se been paid by the |arge enployer
including for the period that the enroll ee and dependents shoul d have
recei ved coverage but for the | arge enployer's conduct in violation of
this section.

(5) If amounts due under this section, including penalties, are not
paid on the date on which they are due and payabl e as prescribed by the
admnistrator, the whole or part thereof renmaining unpaid shall bear
interest at the rate of one percent per nonth or fraction thereof from
and after such date until paynent plus accrued interest is received by
the admnistrator. The date as of which paynent of contributions, if
mailed, is deenmed to have been received may be determned by rule
Interest collected pursuant to this section shall be paid into the
basi ¢ health plan enpl oyer fee account created in RCW 70. 47. 030.

(6) Nothing in this section precludes a large enployer from
pur chasi ng additional benefits or coverage, in addition to paying the
fee.

NEW SECTI ON. Sec. 105. A |arge enployer may deduct fromthe fee
owed for each enpl oyee under section 103 of this act the average anount
paid by the enployer per enployee for providing health insurance
coverage or other health care benefits for its enpl oyees, allowable for
the current quarter by the internal revenue service as a deductible
busi ness expense. However, a nonincorporated | arge enpl oyer nay deduct
fromthe anmount owed for each enpl oyee under section 103 of this act
its average expenses per enployee for providing health insurance
coverage or other health care benefits for its enployees as reported
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and allowed pursuant to rules adopted by the enploynent security
depart nment. Further, such a deduction for a large enployer may not
reduce the contribution for any enpl oyee bel ow zero.

NEW SECTION. Sec. 106. Sections 101 through 105 of this act
constitute a new chapter in Title 50 RCW

PART 2
BASI C HEALTH PLAN MODI FI CATI ONS AND RELATED PROVI SI ONS

Sec. 201. RCW 70.47.010 and 2000 ¢ 79 s 42 are each anended to
read as foll ows:

(1) (({a)—Thetegis! i nd I Lie . heal ]

) : L . I | I . I I

£2))) The legislature ((further)) finds that:

(a) A significant percentage of the population of this state does
not have reasonably avail abl e insurance or other coverage of the costs
of necessary basic health care services;
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(b) This lack of basic health care coverage is detrinmental to the
health of the individuals | acking coverage and to the public welfare,
and results in substantial expenditures for energency and renedial
health care, often at the expense of health care providers, health care
facilities, and all purchasers of health care, including the state; and

(c) The wuse of nmanaged health care systens has significant
potential to reduce the growh of health care costs incurred by the
people of this state generally, and by | owincone pregnant wonen, and
at-risk children and adol escents who need greater access to managed
health care.

((3y)) (2) The purpose of this chapter is to provide or nmake nore
readily available necessary basic health <care services 1in an
appropriate setting to working persons and others who | ack coverage, at
a cost to these persons that does not <create barriers to the
utilization of necessary health care services. To that end, this
chapter establishes a programto be nmade available to those residents
not eligible for nedicare who share in a portion of the cost or who pay
the full cost of receiving basic health care services from a nmanaged
health care system

((4)) (3)(a) The legislature further finds that many small
enpl oyers struggle with the cost of providing enployer-sponsored health
i nsurance coverage to their enployees and their enployees' famlies,
while others are unable to offer enployer-sponsored health insurance
due to its high cost. Lowwage workers also struggle wth the burden
of paying their share of the costs of enployer-sponsored health
insurance, while others turn down their enployer's offer of coverage
due to its costs.

( ) It is not the intent of this chapter to ((p+e¥+de—hea¥%h—ea#e

enp#eye#—b&sed—hea#%h—ﬁ#&ﬂ%——ﬂ@%—4+n) repl ace enployer-based heal t h

pl ans. However, the legislature recognizes that cost-effective and
affordable health plans my not always be available to snal
((business)) enployers and that the basic health plan provides an

opportunity to blend private and public funds in a nmanner that nakes
enpl oyer-based health plans nore affordable for both small enpl oyers

and their enployees. ((Further—+t—+stheintent—ofthetegistatureteo
expand—wherever—possibler)) By blending private and public funds, the
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legislature intends to expand the availability of private health care
coverage and to di scourage the decline of enployer-based coverage.

((65))) (4)(a) It is the purpose of this chapter to acknow edge the
initial success of this program that has (i) assisted thousands of
famlies in their search for affordable health care; (ii) denonstrated
that |lowincone, uninsured famlies are willing to pay for their own
health care coverage to the extent of their ability to pay; and (iii)
proved that |ocal health care providers are willing to enter into a
public-private partnership as a managed care system

(b) As a consequence, the legislature intends to extend an option
to enroll to certain citizens above two hundred percent of the federal
poverty guidelines within the state who reside in communities where the
plan is operational and who collectively or individually wish to
exerci se the opportunity to purchase health care coverage through the
basic health plan if the purchase is done at no cost to the state. It
is also the intent of the legislature to allow enployers and other
financial sponsors to financially assist such individuals to purchase

health care through the program ((se—tenrg—as—such—purchase—does—not
rest-—n—a—tower—standard—ol—coverage—tor—enployees) ) .

(c) The legislature intends that, to the extent of avail abl e funds,
t he program be avail abl e t hroughout Washi ngton state to subsidized and
nonsubsi di zed enrollees. It is also the intent of the legislature to
enrol |l subsidized enrollees first, to the maxi mnum extent feasible.

(d) The legislature directs that the basic health plan
admnistrator identify enrollees who are likely to be eligible for
medi cal assistance and assist these individuals in applying for and
recei ving nedi cal assistance. The adm nistrator and the departnent of
social and health services shall inplement a seanless system to
coordinate eligibility determnations and benefit coverage for
enrol |l ees of the basic health plan and nedi cal assistance recipients.

(5)(a) The leqgislature further finds that limtations on access to
health care services for enrollees in the state, such as in rural and
underserved areas, are particularly challenging for the basic health
plan. Statutory restrictions have reduced the options available to the
admnistrator to address the access needs of basic health plan
enrol | ees. It is the intent of the legislature to authorize the
admnistrator to develop alternative purchasing strategies to ensure
access to basic health plan enrollees in all areas of the state,
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including: (i) The use of differential rating for nmanaged health care
systens based on geographic differences in costs; and (ii) limted use
of self-insurance in areas where adequate access cannot be ensured
t hr ough other options.

(b) In developing alternative purchasing strategies to address
health care access needs, the admnistrator shall consult wth
interested persons including health carriers, health care providers,
and health facilities, and wth other appropriate state agencies
including the office of the insurance conm ssioner and the office of
comunity and rural health. In pursuing such alternatives, the
adm ni strator shall continue to give priority to prepaid nanaged care
as the preferred nethod of ensuring access to basic health plan
enrollees followed, in priority order, by preferred providers,
fee-for-service, and self-funding.

Sec. 202. RCW 70.47.020 and 2000 c 79 s 43 are each anended to
read as foll ows:

As used in this chapter:

(1) "Washington basic health plan” or "plan" neans the system of
enrol | ment and paynment for basic health care services, adm nistered by
the plan admnistrator through participating managed health care
systens or as provided in RCW70.47.060(9), created by this chapter.

(2) "Admnistrator” neans the Wshington basic health plan
adm nistrator, who also holds the position of adm nistrator of the
Washi ngton state health care authority.

(3) "Managed health care systent neans: (a) Any health care
organi zation, including health care providers, insurers, health care
service contractors, health mai ntenance organizations, or any

conbi nation thereof, that provides directly or by contract basic health
care services, as defined by the admnistrator and rendered by duly
licensed providers, to a defined patient population enrolled in the
plan and in the managed health care system or (b) a self-funded or
self-insured nethod of providing insurance coverage to subsidized or
fee supported enroll ees provided under RCW41. 05. 140 and subject to the
[imtations under RCW 70.47.100(7).
(4) "Subsidized enrollee" neans an individual, or an individua

plus the individual's spouse or dependent children: (a) Who is not
eligible for nedicare; (b) who is not confined or residing in a
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government -operated institution, unless he or she neets eligibility
criteria adopted by the admnistrator; (c) who resides in an area of
the state served by a managed health care system participating in the
pl an; (d) whose gross famly inconme at the tinme of enroll nment does not
exceed two hundred percent of the federal poverty |level as adjusted for
famly size and determ ned annually by the federal departnent of health
and human services; and (e) who chooses to obtain basic health care
coverage from a particular managed health care system in return for
periodic paynents to the plan. To the extent that state funds are
specifically appropriated for this purpose, wth a corresponding
federal match, "subsidized enrollee" also neans an individual, or an
i ndi vidual's spouse or dependent children, who neets the requirenents
in (a) through (c) and (e) of this subsection and whose gross famly
incone at the tine of enrollnent is nore than two hundred percent, but
| ess than two hundred fifty-one percent, of the federal poverty I|evel
as adjusted for famly size and determned annually by the federa
departnent of health and human servi ces.

(5) "Nonsubsi di zed enroll ee" nmeans an individual, or an individual
plus the individual's spouse or dependent children: (a) Who is not
eligible for nedicare; (b) who is not confined or residing in a
government -operated institution, unless he or she neets eligibility
criteria adopted by the admnistrator; (c) who resides in an area of
the state served by a managed health care system participating in the
plan; (d) who chooses to obtain basic health care coverage from a
particul ar managed health care system and (e) who pays or on whose
behalf is paid the full costs for participation in the plan, wthout
any subsidy fromthe plan.

(6) "Fee supported enrollee” neans an individual, or an individual
plus the individual's spouse or dependent children, not eligible for
nedi care whose enployer has paid a fee deposited in the basic health
pl an enpl oyer fee account according to section 103 of this act and who
chooses to obtain basic health plan coverage from a participating
managed health care systemin return for periodic paynents to the plan.

(7) "Premium assistance enrollee" nmeans an individual or an
individual plus the individual's spouse and dependent children: (a)
Wo is not eligible for nedicare; (b) who is not confined or residing
in a governnent-operated institution, unless he or she neets
eligibility criteria adopted by the admnistrator; (c) whose gross

SB 6551 p. 10
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famly incone at the tinme of enrollnent does not exceed two hundred
percent of the federal poverty level as adjusted for famly size and
determined annually by the federal departnent of health and human
services; (d) who resides within the state of Washington; and (e) who
gualifies for and chooses to participate in the small enployer-

sponsored health insurance premum assistance option under RCW
70.47.060(9).

(8) "Subsidy" neans the difference between the anount of periodic
paynent the adm nistrator makes to a managed health care system on
behal f of a subsidized or fee supported enrollee or the ampunt of a
periodic paynent nade under RCW 70.47.060(9) on behalf of a prem um
assistance enrollee plus the admnistrative cost to the plan of
providing the plan to that subsidized, fee supported, or prem um
assi stance enrollee, and the anount determ ned to be the subsidized,
fee supported, or prem um assistance enrollee's responsibility under
(( REW7D-47060{2)r)) section 205 of this act.

((6)) (9) "Premunt neans a periodic paynent, based upon gross
famly income which an individual, their enployer, or another financial
sponsor nmakes to the plan as consideration for enrollnment in the plan
as a subsidized enrollee, a fee supported enrollee, a premum
assi stance enrollee, or a nonsubsidized enroll ee.

((8»)) (10) "Rate" neans the anount, negotiated by the
admnistrator with and paid to a participating managed health care
system that is based upon the enroll nent of subsidized, fee supported,
and nonsubsi di zed enrollees in the plan and in that system

(11) "Small enployer"” has the sane neaning as defined in RCW
48. 43. 005.

Sec. 203. RCW 70.47.030 and 1995 2nd sp.s. ¢ 18 s 913 are each
anmended to read as foll ows:

(1) The basic health plan trust account is hereby established in
the state treasury. Any nongeneral fund-state funds collected for this
program shall be deposited in the basic health plan trust account and
may be expended wi thout further appropriation. Mneys in the account
shall be used exclusively for the purposes of this chapter, including
paynments to participating managed health care systens on behal f of
enrollees in the plan and paynent of costs of adm nistering the plan.
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((Buti I L ccal bienai he | eaicl :

Funds—FHrem-—the—baste—health—plan—trust—acecount—to—the—state—general
fund-))

(2) The basic health plan subscription account is created in the
custody of the state treasurer. All receipts fromanmounts due from or
on behalf of nonsubsidized enrollees shall be deposited into the
account . Funds in the account shall be used exclusively for the
pur poses of this chapter, including paynents to participati ng nmanaged
health care systens on behalf of nonsubsidized enrollees in the plan
and paynment of costs of administering the plan. The account is subject
to allotnment procedures under chapter 43.88 RCW but no appropriation
is required for expenditures.

(3)(a) The basic health plan enployer fee account is created in the
custody of the state treasurer. Al receipts fromfees collected under
sections 103 through 105 of this act nust be deposited in the account.
Expenditures fromthe account may be used only for the purposes of this
chapter and chapter 74.09 RCW including paynents to participating
managed health care systens on behalf of fee supported enrollees in the
basic health plan, paynent of costs of administering the basic health
plan, and paynents to managed health care systens or health care
providers for nedicaid or state children's health insurance program
coverage of individuals on whose behalf a large enployer has paid a fee
and who are eligible for nedicaid or the state children's health
I Nsurance program Only the administrator or the admnistrator's
desi gnee nmy authorize expenditures fromthe account. The account is
subject to allotnment procedures under chapter 43.88 RCW but an
appropriation is not required for expenditures.

(b) The administrator may transfer funds fromthe basic health plan
enpl oyer fee account to the departnent of social and health services
exclusively for the purposes of paynents to nanaged health care systens
or health care providers for nedicaid or state children's health
i nsurance program coverage of individuals on whose behalf a large
enpl oyer has paid a fee and who are eligible for nedicaid or the state
children's health insurance program

(4) The adm nistrator shall take every precaution to see that none
of the funds in the separate accounts created in this section or that
any prem uns paid either by subsidized or nonsubsidized enrollees are
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comm ngled in any way, except that the adm nistrator may conbi ne funds
designated for admnistration of the plan into a single adm nistrative
account .

Sec. 204. RCW 70.47.060 and 2001 c 196 s 13 are each anmended to
read as foll ows:

The adm nistrator has the foll ow ng powers and duti es:

(1) To design and fromtime to tine revise a schedule of covered
basi c health care services, including physician services, inpatient and
out pati ent hospital services, prescription drugs and nedi cations, and
other services that may be necessary for basic health care. I n
addition, the admnistrator may, to the extent that funds are
avail 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

shall increase the actuarial value of the basic health plan benefits by
nore than five percent excluding inflation, as determ ned by the office
of financial managenent. Al subsidized, fee supported, and

nonsubsi di zed enrollees in any participati ng nanaged health care system
under the Washington basic health plan shall be entitled to receive
covered basic health care services in return for prem um paynents to
the plan. The schedul e of services shall enphasize proven preventive
and primary health care and shall include all services necessary for
prenatal, postnatal, and well-child care. However, wth respect to
coverage for subsidized enrollees who are eligible to receive prenatal
and postnatal services through the nedical assistance program under
chapter 74.09 RCW the admnistrator shall not contract for such
services except to the extent that such services are necessary over not
nore than a one-nonth period in order to maintain continuity of care
after diagnosis of pregnancy by the nmanaged care provider. The
schedul e of services shall also include a separate schedule of basic
health care services for children, eighteen years of age and younger,
for those subsidized or nonsubsidized enroll ees who choose to secure
basi ¢ coverage through the plan only for their dependent children. In
designing and revising the schedule of services, the adm nistrator
shall consider the guidelines for assessing health services under the
mandat ed benefits act of 1984, RCW48.47.030, and such other factors as
the adm ni strator deens appropriate.
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£3y)) To design and inplenent a structure of enrollee cost-sharing
due a nmanaged health care system from subsidized, fee supported, and

nonsubsi di zed enroll ees. The structure shall discourage inappropriate
enrollee wutilization of health <care services, and may utilize
copaynents, deductibles, and other cost-sharing nechanisns, but shall
not be so costly to enrollees as to constitute a barrier to appropriate
utilization of necessary health care services.

((4»)) (3) To |limt enrollnment of persons who qualify for
subsidies or prem um assi stance so as to prevent an overexpenditure of

appropriations for such purposes. Whenever the admnistrator finds
that there is danger of such an overexpenditure, the adm nistrator
shall close enrollnment until the admnistrator finds the danger no

| onger exists.
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((65))) (4 Tolimt the paynent of subsidies or prem um assistance
to subsidized enrollees, fee supported enrollees, and premum
assi stance enrollees, as defined in RCW 70.47.020, except to the extent
aut horized in section 206 of this act. The |Ievel of subsidy provided
to persons who qualify may be based on the |owest cost plans, as
defined by the adm ni strator.

((66))) (5) 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 RCW70.47.080 or any act
appropriating funds for the plan.

((6H)) (B6) To solicit and accept applications from nanaged health
care systens, as defined in this chapter, for inclusion as eligible
basic health care providers under the plan for ((erther)) subsidized
enroll ees, fee supported enrollees, or nonsubsidized enrollees((—e+
boeth)). The adm nistrator shall endeavor to assure that covered basic
health care services are available to any enrollee of the plan from
anong a selection of two or nore participating nmanaged health care
systens. In adopting any rules or procedures applicable to nmanaged
health care systens and in its dealings wth such systens, the
adm ni strator shall consider and nmake suitable all owance for the need
for health care services and the differences in local availability of
heal th care resources, along wth other resources, wthin and anong the
several areas of the state. Contracts wth participating nmnanaged
health care systens shall ensure that basic health plan enrollees who
becone eligible for nedical assistance may, at their option, continue
to receive services fromtheir existing providers within the nmanaged
health care system if such providers have entered into provider
agreenents with the departnent of social and health services.

((€8 O—fecetve—pertoe SH-EHHYS

9y)) (7) To accept applications fromindividuals residing in areas

served by the plan, on behalf of thenselves and their spouses and
dependent children, for enrollnent in the Washi ngton basic health pl an
as subsidized, fee supported, prem um assistance, or nonsubsidized
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enrollees, to establish appropriate mninmumenrollment periods for
enroll ees as may be necessary, and to determ ne, upon application and
on a reasonabl e schedul e defined by the authority, or at the request of
any enrollee, eligibility due to current gross famly incone for
sliding scale premuns. Applications as fee supported enrollees may be

submtted for calendar years beginning January 1, 2005. Applications
as prem um assi stance enrollees may be accepted by the adm nistrator
only during those biennia for which the biennial appropriations act
includes funding sufficient to support enrollnent of at |east one
hundred thousand subsidized or fee supported enrollees. | f
appropriations in a subsequent bienniumare not sufficient to support
enrollnent of at |east one hundred thousand subsidized or fee supported
enrollees, current prem um assistance enrollees wll maintain their
enrolled status. Funds received by a famly as part of participation
in the adoption support program authorized under RCW 26.33.320 and
74.13.100 through 74.13.145 shall not be counted toward a famly's
current gross famly incone for the purposes of this chapter. Wen an
enrollee fails to report incone or income changes accurately, the
adm ni strator shall have the authority either to bill the enrollee for
t he anobunts overpaid by the state or to inpose civil penalties of up to
two hundred percent of the anmount of subsidy overpaid due to the
enrollee incorrectly reporting incone. The adm nistrator shall adopt
rules to define the appropriate application of these sanctions and the
processes to inplenent the sanctions provided in this subsection,
Wi thin avail abl e resources. No subsidy nay be paid with respect to any
subsi di zed enrol |l ee whose current gross famly incone exceeds tw ce the
federal poverty level or, subject to RCW70.47.110, who is a recipient
of nedi cal assistance or nedical care services under chapter 74.09 RCW
If a nunber of enrollees drop their enrollnment for no apparent good
cause, the adm nistrator may establish appropriate rules or
requirenments that are applicable to such individuals before they wll
be allowed to reenroll in the plan.

((28)>)) (8) To accept applications from busi ness owners on behal f
of thensel ves and their enpl oyees, spouses, and dependent children, as
subsi di zed or nonsubsi di zed enrol |l ees, who reside in an area served by
t he plan. The admnistrator may require all or the substanti al
majority of the eligible enployees of such businesses to enroll in the
pl an and establish those procedures necessary to facilitate the orderly
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enrol Il ment of groups in the plan and into a nmanaged health 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 premiumcost of the plan on behalf of each enpl oyee
enrolled in the plan. Enrollnment is limted 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 nmanaged care system
participating in the plan. The adm nistrator shall adjust the anmount
determ ned to be due on behalf of or fromall such enroll ees whenever
the anmount negotiated by the adm nistrator with the participating
managed health care systemor systens is nodified or the admnistrative
cost of providing the plan to such enroll ees changes.

((2H)) (9)(a) To accept applications fromindividuals as prem um
assistance enrollees, on behalf of thenselves and their spouses and
dependent children, for assistance in paynent of small enployer-
sponsored health insurance premuns, and to determ ne, upon application
and on a reasonable schedule defined by the authority, or at the
request of any enrollee, eligibility due to current gross famly incone
for sliding scale prem um assistance. The adm nistrator may use basic
health plan funds for paynent of small enployer-sponsored health
i nsurance prem uns on behalf of prem um assi stance enroll ees when:

(i) The cost of paying the prem um assi stance enrollee's enpl oyer-
sponsored health insurance prem um obligation wuld be less than the
subsidy that would be paid if the individual, or the individual plus
his or her spouse and dependent children, were to enroll in a
participating managed care system

(ii) The small enployer-sponsored health insurance product for
which the enrollee is seeking prem um assi stance provides coverage of
a broader set of health services than those covered through
catastrophic coverage, at cost-sharing levels 1less than those
applicable to catastrophic coverage. The administrator may, in
consultation with the office of the insurance conm ssioner, adopt
standards for mninum thresholds of small enployer-sponsored health
i nsurance coverage under this subsection (9). The office of the
i nsurance conm ssioner is responsible for certifying snmall enployer
health insurance products that neet standards developed under this
subsection (9);
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(iii) The premum assistance enrollee agrees to provide
verification of continued enrollnent in his or her small enployer's
enpl oyer - sponsored health insurance plan on a sem annual basis, or to
notify the adm ni strator whenever his or her enrollnent status changes,
whi chever is earlier. Verification or notification my be made
directly by the enployee, or through their enployer or the carrier
providing the snmall enployer health insurance product.

(b) The admnistrator, in consultation with snmall enployers,
carriers, and the office of the insurance conm ssioner, shall determ ne
the nost efficient nethod for paynent of prem um assistance, with a
goal of mnimzing the admnistrative burden on snall enployers.

(c) Funds received by a famly as part of participation in the
adopti on support program authorized under RCW 26. 33.320 and 74.13.100
through 74.13.145 shall not be counted toward a famly's current gross
famly incone for the purposes of this chapter. The enrollee reporting
and sanctions provisions of subsection (7) of this section apply to
prem um assi stance enrollees. No prem um assistance may be paid with
respect to any enrollee whose current gross famly incone exceeds tw ce
the federal poverty level or, subject to RCW 70.47.110, who isS a
reci pient of nedical assistance or nedical care services under chapter
74. 09 RCW

(10) To determne the rate to be paid to each participating nmanaged
health care systemin return for the provision of covered basic health
care services to enrollees in the system Al t hough the schedul e of
covered basic health care services will be the same or actuarially
equi val ent for simlar enrol | ees, the rates negotiated wth
partici pati ng managed health care systens nmay vary anong the systens.
In negotiating rates with participating systens, the admnistrator
shal | consider the characteristics of the popul ations served by the
respective systens, econom c circunstances of the |ocal area, the need
to conserve the resources of the basic health plan trust account, and
other factors the admnistrator finds rel evant.

((+2)) (11) To nonitor the provision of covered services to
enrollees by participating nmanaged health care systenms in order to
assure enrollee access to good quality basic health care, to require
periodic data reports concerning the wutilization of health -care
services rendered to enrollees in order to provide adequate information
for evaluation, and to inspect the books and records of participating
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managed health care systens to assure conpliance with the purposes of
this chapter. In requiring reports from participating managed health
care systens, including data on services rendered enrollees, the
adm ni strator shall endeavor to mnimze costs, both to the managed
health care systens and to the plan. The adm nistrator shal
coordi nate any such reporting requirenments with other state agencies,
such as the insurance comm ssioner and the departnent of health, to
m nim ze duplication of effort.

((+3))) (12) To evaluate the effects this chapter has on private
enpl oyer-based health care coverage and to take appropriate neasures
consistent with state and federal statutes that w Il discourage the
reducti on of such coverage in the state.

((24)»)) (13) To develop a program of proven preventive health
measures and to integrate it into the plan wherever possible and
consistent wwth this chapter.

((+£5»)) (14) To provide, consistent wth available funding,
assi stance for rural residents, underserved popul ati ons, and persons of
col or.

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

((+H)) (16) To admnister the prem um discounts provided under
RCW 48.41.200(3)(a) (i) and (ii) pursuant to a contract with the
Washi ngton state health insurance pool.

NEW SECTION. Sec. 205. A new section is added to chapter 70.47
RCWto read as foll ows:

(1) The adm nistrator shall:

(a) Design and inplenment a structure of periodic prem uns due from
subsi di zed, prem um assistance, and fee supported enrollees that is
based upon gross famly income, giving appropriate consideration to
famly size and the ages of all famly nenbers. A subsidized or fee
supported enrollee's premi um may not exceed twenty percent of the age-
adjusted rate paid to the participating managed health care systemt hat
t he subsi di zed or fee supported enrollee has chosen to enroll in. The
enrol I ment of children does not require the enrollnment of their parent
or parents who are eligible for the plan. The structure of periodic
prem uns nust be applied to subsidized enrollees and fee supported
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enrol l ees entering the plan as individuals under RCW 70.47.060(7), to
the share of the cost of the plan due from subsidized enrollees
entering the plan as enpl oyees under RCW 70.47.060(8), and to the share
of the cost of their small enpl oyer-sponsored health insurance coverage
due from prem um assistance enrollees entering the plan under RCW
70. 47.060(9);

(b) Determine the periodic premuns due the admnistrator from
nonsubsi di zed enroll ees. Prem uns due from nonsubsidi zed enroll ees
must be in an anmount equal to the cost charged by the managed health
care systemprovider to the state for the plan plus the adm nistrative
cost of providing the plan to those enrollees and the prem umtax under
RCW 48. 14. 0201.

(2) An enployer or other financial sponsor may, with the prior
approval of the admnistrator, pay the premium rate, or any other
anount on behalf of a subsidized or nonsubsidized enrollee, by
arrangenent with the enrollee and through a nechani sm acceptable to the
adm ni strator.

(3) The admnistrator shall receive periodic premuns from or on
behal f of subsidized, fee supported, and nonsubsidized enrollees,
deposit them in the appropriate account, keep records of enrollee
status, and authorize periodic paynents to nmanaged health care systens
on the basis of the nunber of enrollees participating in the respective
managed health care systens.

NEW SECTION. Sec. 206. A new section is added to chapter 70.47
RCWto read as foll ows:

(1) To the extent that savings result from the conversion of
subsidi zed enrollees to fee supported enrollees under sections 101
through 105 of this act, the admnistrator shall establish an option
for small enployer group enrollnent in the basic health plan in
addition to group enrollnment under RCW 70.47.060(8). Under this
option, the admnistrator may accept applications for group coverage
from small enployers who neet the requirenents of this section on
behalf of thenselves and their enployees, spouses, and dependent
children who reside in an area served by the plan and are not eligible
for nedicare.

(2) A small enployer seeking coverage through the basic health plan
must certify upon application, and annually thereafter, that at | east
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seventy-five percent of the small enployer's enployees have wages or
salary that are at or below two hundred percent of the federal poverty
guidelines as adjusted for a famly of three and determ ned annual ly by
the federal departnent of health and human services. Smal | enpl oyer
group coverage through the basic health plan is not conditioned upon
all of the enployer's enployees neeting the eligibility requirenents
for subsidized enrollees as defined in RCW 70.47.020. The
adm nistrator may not require enployers to report total household
incone of their enployees as a condition of receiving group coverage
t hrough the basic health plan.

(3) The administrator may require all or the substantial nmajority
of the eligible enployees of small enployers to enroll in the plan and
establish those procedures necessary to facilitate the orderly
enroll ment of small enployer groups in the plan and into a managed
health care system

(4) Basic health plan coverage nust be purchased for snall enployer
group enroll ees through the basic health plan subsidized enrollee pool,
even though not all enployees in the group may be subsi di zed enrol | ees
as defined in RCW 70. 47. 020.

(5) Enrollment is limted to small enployer groups who wish to
enroll in the plan and choose to obtain basic health care coverage and
services from a managed care system participating in the plan. For
each enployee of the snmall enployer group with wages below the |eve
established in subsection (2) of this section, the enployer nust pay
forty percent, the enpl oyee nust pay twenty percent, and the plan nust
pay forty percent, of the age-adjusted rate paid to the participating
managed health care systemthat the small enployer group has chosen to
enroll in. No state subsidy may be paid on behalf of enployees with
wages in excess of the level established in subsection (2) of this
section. The adm nistrator shall adjust the amount determined to be
due fromsnmal |l enpl oyer group enroll ees whenever the anmount negoti at ed
by the adm nistrator with the participating managed health care system
or systens is nodified or the adm nistrative cost of providing the plan
to such enroll ees changes.

NEW SECTION. Sec. 207. A new section is added to chapter 48.21
RCWto read as foll ows:
On or after July 1, 2004, regardless of any applicable open
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enroll ment period, an insurer shall enroll any individual or famly
menber of an individual who requests enrollnment in a group disability
i nsurance contract for health care within thirty days after becom ng
eligible for a basic health plan small enployer-sponsored health
i nsurance prem um assi stance under RCW 70. 47. 060(9).

NEW SECTION. Sec. 208. A new section is added to chapter 48.44
RCWto read as foll ows:

On or after July 1, 2004, regardless of any applicable open
enrol I ment period, a health care service contractor shall enroll any
i ndividual or famly nenber of an individual who requests enrollnment in
a group health care service contract within thirty days after becom ng
eligible for a basic health plan small enployer-sponsored health
i nsurance prem um assi stance under RCW 70. 47. 060(9).

NEW SECTION. Sec. 209. A new section is added to chapter 48. 46
RCWto read as foll ows:

On or after July 1, 2004, regardless of any applicable open
enrol | ment period, a health maintenance organi zation shall enroll any
i ndividual or famly nenber of an individual who requests enrollnent in
a group heal th mai ntenance agreenent within thirty days after becom ng
eligible for a basic health plan small enployer-sponsored health
i nsurance prem um assi stance under RCW 70. 47. 060(9).

NEW SECTION. Sec. 210. A new section is added to chapter 74.09
RCWto read as foll ows:

(1) The departnent shal | make every effort to nmaximze
opportunities to blend public and private funds through subsidization
of small enployer-sponsored health insurance prem uns on behalf of
i ndividuals eligible for nmedical assistance and children eligible for
the state children's health insurance program when such subsi di zati on
is cost-effective for the state. In devel oping policies under this
section, the departnent shall consult wth the health care authority
and, to the extent allowed by federal |aw, develop policies that are
consistent with those devel oped by the health care authority under RCW
70.47.060(9) so that entire famlies wll have the opportunity to
enroll in the sane small enpl oyer-sponsored health insurance pl an.
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(2) If a federal waiver is necessary to achieve consistency with
health care authority policies under RCW 70.47.060(9), the departnent
shall notify the relevant fiscal and policy commttees of the
| egi sl ature on or before Septenber 1, 2004. The notification nust
i nclude recommendations regarding federal waiver options that would
provide the flexibility needed to optimze the use of nedical
assistance and state children's health insurance program funds to
subsi di ze smal | enpl oyer-sponsored heal th i nsurance prem uns on behal f
of lowincone famlies.

PART 3
COST CONTAI NVENT AND QUALI TY | MPROVEMENT STUDY

NEW SECTION. Sec. 301. (1) The legislature finds that:

(a) While increasing access to health care coverage for the state's
uni nsured residents is critical, no effort to address inprovenents in
our health care system can proceed w thout close exam nation of health
care costs and quality; and

(b) A conprehensive exam nation of health care cost and quality
must i nclude neaningful participation of a broad array of interests,
i ncluding health care purchasers, health care providers, and insurers.

(2) The adm nistrator of the health care authority shall conduct a
study and prepare recomendations to the legislature related to cost
contai nment and quality inprovenment in the state's health care system
The report nust be submtted to the governor and appropriate conmttees
of the legislature by October 1, 2005.

(3) In conducting the study and preparing recomendations, the
adm ni strator of the health care authority shall establish and actively
consult with an advisory conmttee that includes representatives of at
least the following individuals or entities: Busi ness; | abor
or gani zat i ons; consuners, including people wth disabilities;
communities of color; health care providers and facilities; health
insurance carriers; academc or health care research institutions;
health care ethicists; and the departnent of social and health
services, the departnent of health, the Wshington state board of
heal th, and the department of |abor and industries.

(4) The adm nistrator of the health care authority, in consultation
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with the advisory commttee, shall, at a mninmum exam ne and address
the foll ow ng issues:

(a) Assessing Washington state's health care needs and avail abl e
resour ces;

(b) Containing the cost of health care coverage;

(c) Inproving the quality and effectiveness of the health care
system through increased focus upon evidence-based nedicine, proven
preventive heal th servi ces, managenent of chronic di sease,
i npl ementation of proven patient safety strategies, and other
appropri ate nmechani sns;

(d) Decreasing health disparities between racial and ethnic groups;

(e) Increasing the transparency of health care costs and the
relative efficiency wwth which care is delivered; and

(f) Consol i dation  of existing state progranms to achieve
ef ficiencies where possible.

NEW SECTION. Sec. 302. If any part of this act is found to be in
conflict wwth federal requirenents that are a prescribed condition to
the allocation of federal funds to the state or the eligibility of
enployers in this state for federal wunenploynment tax credits, the
conflicting part of this act is inoperative solely to the extent of the
conflict, and the finding or determnation does not affect the
operation of the remainder of this act. Rules adopted under this act
must neet federal requirenents that are a necessary condition to the
receipt of federal funds by the state or the granting of federal
unenpl oynment tax credits to enployers in this state.

NEW SECTION. Sec. 303. This act shall be known as the "health
care for Washington workers act."”

~-- END ---
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