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HOUSE BI LL 2651

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Representatives Fromhold, Mrrell, Chase, MlIntire, and Kenney; by
request of Health Care Authority

Read first tinme 01/15/08. Referred to Commttee on Appropriations.

AN ACT Relating to nodifying requirenents for participation in
public enpl oyees' benefits board progranms by K-12 school districts and
educati onal service districts; anending RCW 41.05. 050, 41.05.050, and
41. 05. 065; reenacting and anmendi ng RCW 41. 05. 065; providing effective
dates; and providing an expiration date.

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

Sec. 1. RCW 41.05.050 and 2005 c 518 s 919 are each anended to
read as foll ows:

(1) Every departnent, division, or separate agency of state
governnment, and such county, nunicipal, school district, educationa
service district, or other political subdivisions as are covered by
this chapter, shall provide contributions to insurance and health care
plans for its enployees and their dependents, the content of such pl ans
to be determned by the authority. Contributions, paid by the county,
the municipality, or other political subdivision for their enpl oyees,
shall include an anmount determned by the authority to pay such
adm ni strative expenses of the authority as are necessary to adm ni ster
the plans for enployees of those groups, except as provided in
subsection (4) of this section.
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(2) If the authority at any tinme determ nes that the participation
of a county, nmunicipal, or other political subdivision covered under
this chapter adversely inpacts insurance rates for state enpl oyees, the
authority shall inplenent |imtations on the participation of
addi tional county, mnunicipal, or other political subdivisions.

(3) The contributions of any departnent, division, or separate
agency of the state governnent, and such county, nunicipal, or other
political subdivisions as are covered by this chapter, shall be set by
the authority, subject to the approval of the governor for availability
of funds as specifically appropriated by the legislature for that
purpose. Insurance and health care contributions for ferry enpl oyees
shal | be governed by RCW 47.64. 270.

(4)(a) Beginning Septenber 1, 2003, the authority shall collect
from each participating school district and educational service
district an anount equal to the conposite rate charged to state
agencies, plus an anmount equal to the enployee premuns by plan and
famly size as would be charged to state enployees, for groups of
district enployees enrolled in authority plans as of January 1, 2003.

enroHed—+n—authertty—plans—as—oef—July—3,—2005-)) The authority may

collect these anpbunts in accordance with the district fiscal year, as
defined in RCW 28A. 505. 030.

(b) For all groups of district enployees enrolling in authority
plans for the first time after Septenber 1, 2003, the authority shal
collect fromeach participating school district an anobunt equal to the
conposite rate charged to state agencies, plus an anount equal to the
enpl oyee premuns by plan and by famly size as would be charged to
state enpl oyees, only if the authority determ nes that this nmethod of
billing the districts will not result in a material difference between
revenues from districts and expenditures made by the authority on
behal f of districts and their enployees. The authority may coll ect

HB 2651 p. 2



© 00 N O Ol WDN P

N NN NRRRRRRRRPR PR
W NN RO O oo N O D WOWDN - O

24
25
26
27
28
29
30
31
32
33
34
35
36
37

these anpbunts in accordance with the district fiscal year, as defined
in RCW 28A. 505. 030.

(c) If the authority determnes at any tinme that the conditions in
(b) of this subsection cannot be net, the authority shall offer
enrol Il ment to additional groups of district enployees on a tiered rate
structure until such tine as the authority determ nes there would be no
material difference between revenues and expenditures under a conposite
rate structure for all district enployees enrolled in authority plans.

(d) The authority may charge districts a one-tine set-up fee for
enpl oyee groups enrolling in authority plans for the first tine.

(e) For the purposes of this subsection:

(1) "District" neans school district and educational service
district; and

(i1) "Tiered rates" nmeans the anounts the authority nust pay to
insuring entities by plan and by famly size.

(f) Notwithstanding this subsection and RCW 41.05.065(3), the
authority may allow districts enrolled on a tiered rate structure prior
to Septenber 1, 2002, to continue participation based on the sane rate
structure and under the sanme conditions and eligibility criteria.

(5) The authority shall transmt a recomendati on for the anount of
the enpl oyer contribution to the governor and the director of financial
managenent for inclusion in the proposed budgets submtted to the
| egi sl ature.

Sec. 2. RCW41.05.050 and 2007 ¢ 114 s 4 are each anended to read
as follows:

(1) Every: (a) Departnent, division, or separate agency of state
governnent; (b) county, municipal, school district, educational service
district, or other political subdivisions; and (c) tribal governnents
as are covered by this chapter, shall provide contributions to
i nsurance and health care plans for its enployees and their dependents,
the content of such plans to be determned by the authority.
Contributions, paid by the county, the municipality, other politica
subdi vision, or a tribal governnment for their enployees, shall include
an anount determned by the authority to pay such admnistrative
expenses of the authority as are necessary to adm nister the plans for
enpl oyees of those groups, except as provided in subsection (4) of this
section.
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(2) If the authority at any tinme determ nes that the participation
of a county, nunicipal, other political subdivision, or a tribal
governnent covered under this chapter adversely inpacts insurance rates

for state enployees, the authority shall inplenent Iimtations on the
participation of additional county, muni ci pal , other politica
subdi vi sions, or a tribal governnent.

(3) The contributions of any: (a) Departnent, division, or

separate agency of the state governnent; (b) county, nunicipal, or

other political subdivisions; and (c) any tribal governnent as are
covered by this chapter, shall be set by the authority, subject to the
approval of the governor for availability of funds as specifically

appropriated by the legislature for that purpose. |Insurance and health

care contributions for ferry enployees shall be governed by RCW
47.64. 270.

(4)(a) Beginning Septenber 1, 2003, the authority shall collect
from each participating school district and educational service
district an anount equal to the conposite rate charged to state
agencies, plus an anmount equal to the enployee premuns by plan and
famly size as would be charged to state enployees, for groups of
district enployees enrolled in authority plans as of January 1, 2003.

enroHed—+n—authertty—plans—as—oef—July—3,—2005-)) The authority may

collect these anpbunts in accordance with the district fiscal year, as
defined in RCW 28A. 505. 030.

(b) For all groups of district enployees enrolling in authority
plans for the first time after Septenber 1, 2003, the authority shal
collect fromeach participating school district an anobunt equal to the
conposite rate charged to state agencies, plus an anmnount equal to the
enpl oyee premuns by plan and by famly size as would be charged to
state enpl oyees, only if the authority determ nes that this nethod of
billing the districts will not result in a material difference between
revenues from districts and expenditures made by the authority on
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behal f of districts and their enployees. The authority may coll ect
these anbunts in accordance with the district fiscal year, as defined
in RCW 28A. 505. 030.

(c) If the authority determnes at any tinme that the conditions in
(b) of this subsection cannot be net, the authority shall offer
enrol Il ment to additional groups of district enployees on a tiered rate
structure until such tine as the authority determ nes there would be no
material difference between revenues and expenditures under a conposite
rate structure for all district enployees enrolled in authority plans.

(d) The authority may charge districts a one-tine set-up fee for
enpl oyee groups enrolling in authority plans for the first tine.

(e) For the purposes of this subsection:

(1) "District" neans school district and educational service
district; and

(i1) "Tiered rates" nmeans the anounts the authority nust pay to
insuring entities by plan and by famly size.

(f) Notwithstanding this subsection and RCW 41.05.065(3), the
authority may allow districts enrolled on a tiered rate structure prior
to Septenber 1, 2002, to continue participation based on the sane rate
structure and under the sanme conditions and eligibility criteria.

(5) The authority shall transmt a recomendati on for the anount of
t he enpl oyer contribution to the governor and the director of financial
managenent for inclusion in the proposed budgets submtted to the
| egi sl ature.

Sec. 3. RCW41.05.065 and 2007 ¢ 156 s 10 are each anmended to read
as follows:

(1) The board shall study all matters connected with the provision
of health <care ~coverage, life insurance, Iliability insurance,
accidental death and disnenbernent insurance, and disability inconme
i nsurance or any of, or a conbination of, the enunerated types of
i nsurance for enployees and their dependents on the best basis possible
with relation both to the welfare of the enployees and to the state.

However, liability insurance shall not be nmade avail able to dependents.
(2) The board shall devel op enployee benefit plans that include
conprehensive health care benefits for all enployees. I n devel opi ng

t hese plans, the board shall consider the follow ng el enents:

p. 5 HB 2651



©O© 00 N O Ol WDN P

W W W W W W WwWwWwWwWwWMNDNDNDNDNDNMNDNDMDNDNMNMNDNMDMNMNMNMDNEPRPRPPRPEPRPERPRPPRPEPRPRPRERPPRPRE
0O N O A W NPEFP O OOOWwNOD O WNEPEOOOOOWwNOO O owDNDEe. o

(a) Methods of maxim zing cost containnent while ensuring access to
quality health care;

(b) Devel opnent of provider arrangenents that encourage cost
contai nment and ensure access to quality care, including but not
limted to prepaid delivery systens and prospective paynent nethods;

(c) Wellness incentives that focus on proven strategies, such as
snoki ng cessation, injury and acci dent prevention, reduction of al cohol
m suse, appropriate weight reduction, exerci se, autonobile and
nmotorcycle safety, bl ood chol esterol reduction, and nutrition
educati on;

(d) Uilization review procedures including, but not limted to a
cost-efficient nmethod for prior authorization of services, hospita
inpatient length of stay review, requirenents for use of outpatient
surgeries and second opinions for surgeries, review of invoices or
claine submtted by service providers, and performance audit of
provi ders;

(e) Effective coordination of benefits;

(f) Mninmmstandards for insuring entities; and

(g) M ninmum scope and content of public enployee benefit plans to
be offered to enrollees participating in the enployee health benefit
plans. To maintain the conprehensive nature of enployee health care
benefits, enployee eligibility criteria related to the nunber of hours
wor ked and the benefits provided to enployees shall be substantially
equi valent to the state enployees' health benefits plan and eligibility
criteria in effect on January 1, 1993. Nothing in this subsection
(2)(g) shall prohibit changes or increases in enployee point-of-service
paynments or enpl oyee premum paynents for benefits or t he
adm ni stration of a high deductible health plan in conjunction with a
heal t h savi ngs account.

(3) The board shall design benefits and determne the terns and
conditions of enployee and retired enpl oyee participati on and cover age,
including establishnent of eligibility criteria subject to the
requi renments of RCW 41.05. 066. ({ Fhe—sane—terms—and—conditons—ol

. ' . | )
(4) The board may authorize prem um contributions for an enpl oyee
and the enployee's dependents in a manner that encourages the use of
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cost-efficient managed health care systens. During the 2005-2007
fiscal biennium the board may only authorize prem umcontributions for
an enpl oyee and the enpl oyee's dependents that are the sane, regardl ess
of an enployee's status as represented or nonrepresented by a
collective bargaining unit under the personnel system reform act of

2002. ((The board shall require participating school district and
educational service district enployees to pay at least the sane
(5) The board shall develop a health savings account option for
enpl oyees that conform to section 223, Part VII of subchapter B of
chapter 1 of the internal revenue code of 1986. The board shall conply
with all applicable federal standards related to the establishnment of
heal t h savi ngs accounts.

(6) Notwi t hstandi ng any other provision of this chapter, the board
shall develop a high deductible health plan to be offered in
conjunction with a health savings account devel oped under subsection
(5) of this section.

(7) Enpl oyees shall choose participation in one of the health care
benefit plans devel oped by the board and may be permtted to waive
coverage under ternms and conditions established by the board.

(8) The board shall review plans proposed by insuring entities that
desire to offer property insurance and/or accident and casualty
i nsurance to state enpl oyees through payroll deduction. The board nmay
approve any such plan for payroll deduction by insuring entities
holding a valid certificate of authority in the state of \Wshi ngton and
whi ch the board determnes to be in the best interests of enpl oyees and
the state. The board shall promulgate rules setting forth criteria by
which it shall evaluate the plans.

(9) Before January 1, 1998, the public enployees' benefits board
shal |l nake available one or nore fully insured | ong-term care insurance
plans that conply wth the requirenents of chapter 48.84 RCW  Such
prograns shall be nmade available to eligible enployees, retired
enpl oyees, and retired school enployees as well as eligible dependents
whi ch, for the purpose of this section, includes the parents of the
enpl oyee or retiree and the parents of the spouse of the enployee or
retiree. Enpl oyees of |ocal governnents and enployees of politica
subdi vi sions not otherwi se enrolled in the public enpl oyees' benefits
board sponsored nedi cal prograns may enroll under terns and conditions
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established by the admnistrator, if it does not |jeopardize the
financial viability of the public enployees' benefits board s long-term
care offering.

(a) Participation of eligible enployees or retired enployees and
retired school enployees in any long-term care insurance plan nade
avail able by the public enployees' benefits board is voluntary and
shall not be subject to binding arbitration under chapter 41.56 RCW
Participation is subject to reasonable underwiting guidelines and
eligibility rules established by the public enpl oyees' benefits board
and the health care authority.

(b) The enpl oyee, retired enployee, and retired school enployee are
solely responsible for the paynent of the prem um rates devel oped by
the health care authority. The health care authority is authorized to
charge a reasonable admnistrative fee in addition to the prem um
charged by the long-termcare insurer, which shall include the health
care authority's cost of admnistration, marketing, and consuner
education materials prepared by the health care authority and the
of fice of the insurance conm ssioner.

(c) To the extent admnistratively possible, the state shal
establish an automatic payroll or pension deduction system for the
paynment of the long-term care insurance prem uns.

(d) The public enployees' benefits board and the health care
authority shall establish a technical advisory conmttee to provide
advice in the devel opnent of the benefit design and establishnment of

underwriting guidelines and eligibility rules. The comm ttee shall
al so advise the board and authority on effective and cost-effective
ways to market and distribute the long-term care product. The

technical advisory committee shall be conprised, at a mninmm of
representatives of the office of the insurance conm ssioner, providers
of long-termcare services, licensed insurance agents with expertise in
| ong-term care insurance, enployees, retired enpl oyees, retired school
enpl oyees, and other interested parties determ ned to be appropriate by
t he board.

(e) The health care authority shall offer enployees, retired
enpl oyees, and retired school enployees the option of purchasing |ong-
termcare insurance through |licensed agents or brokers appointed by the
|l ong-termcare insurer. The authority, in consultation with the public
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enpl oyees' benefits board, shall establish nmarketing procedures and may
consider all prem um conponents as a part of the contract negotiations
with the long-termcare insurer.

(f) In developing the long-termcare insurance benefit designs, the
publ i c enpl oyees' benefits board shall include an alternative plan of
care benefit, including adult day services, as approved by the office
of the insurance comm ssioner.

(g) The health care authority, with the cooperation of the office
of the insurance comm ssioner, shall develop a consuner education
program for the eligible enployees, retired enployees, and retired
school enpl oyees designed to provide education on the potential need
for long-term care, nethods of financing long-term care, and the
availability of long-term care insurance products including the
products offered by the board.

(h) By Decenber 1998, the health care authority, in consultation
with the public enployees' benefits board, shall submt a report to the
appropriate commttees of the |legislature, including an analysis of the
marketing and distribution of the long-term care insurance provided
under this section.

Sec. 4. RCW41.05.065 and 2007 ¢ 156 s 10 and 2007 c 114 s 5 are
each reenacted and anmended to read as foll ows:

(1) The board shall study all matters connected with the provision
of health <care ~coverage, life insurance, liability insurance,
accidental death and disnenbernent insurance, and disability inconme
i nsurance or any of, or a conbination of, the enunerated types of
i nsurance for enployees and their dependents on the best basis possible
with relation both to the welfare of the enployees and to the state.

However, liability insurance shall not be nmade avail able to dependents.
(2) The board shall devel op enployee benefit plans that include
conprehensive health care benefits for all enployees. I n devel opi ng

t hese plans, the board shall consider the follow ng el enents:

(a) Methods of maxi m zing cost contai nment while ensuring access to
quality health care;

(b) Devel opnent of provider arrangenents that encourage cost
contai nnent and ensure access to quality care, including but not
limted to prepaid delivery systens and prospective paynent nethods;
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(c) Wellness incentives that focus on proven strategies, such as
snoki ng cessation, injury and acci dent prevention, reduction of al cohol
m suse, appropriate weight reduction, exerci se, autonobile and
nmotorcycle safety, bl ood chol esterol reduction, and nutrition
educati on;

(d) Uilization review procedures including, but not limted to a
cost-efficient method for prior authorization of services, hospita
inpatient length of stay review, requirenents for use of outpatient
surgeries and second opinions for surgeries, review of invoices or
clains submtted by service providers, and performance audit of
provi ders;

(e) Effective coordination of benefits;

(f) Mninmmstandards for insuring entities; and

(g) M ninmum scope and content of public enployee benefit plans to
be offered to enrollees participating in the enployee health benefit
plans. To maintain the conprehensive nature of enployee health care
benefits, enployee eligibility criteria related to the nunber of hours
wor ked and the benefits provided to enployees shall be substantially
equi valent to the state enployees' health benefits plan and eligibility
criteria in effect on January 1, 1993. Nothing in this subsection
(2)(g) shall prohibit changes or increases in enployee point-of-service
paynments or enpl oyee premum paynents for benefits or t he
adm ni stration of a high deductible health plan in conjunction with a
heal t h savi ngs account.

(3) The board shall design benefits and determne the terns and
conditions of enployee and retired enpl oyee participati on and cover age,
including establishnent of eligibility criteria subject to the
requi renents of RCW 41.05. 066. ({ Fhe—sane—terms—and—conditons—ol

service district enployees.))

(4) The board may authorize prem um contributions for an enpl oyee
and the enployee's dependents in a manner that encourages the use of
cost-efficient managed health care systens. During the 2005-2007
fiscal biennium the board may only authorize prem umcontributions for
an enpl oyee and the enpl oyee's dependents that are the sane, regardl ess
of an enployee's status as represented or nonrepresented by a
collective bargaining unit under the personnel system reform act of
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(5) The board shall develop a health savings account option for
enpl oyees that conform to section 223, Part VII of subchapter B of
chapter 1 of the internal revenue code of 1986. The board shall conply
with all applicable federal standards related to the establishnment of
heal t h savi ngs accounts.

(6) Notwi t hstandi ng any other provision of this chapter, the board
shall develop a high deductible health plan to be offered in
conjunction with a health savings account devel oped under subsection
(5) of this section.

(7) Enpl oyees shall choose participation in one of the health care
benefit plans devel oped by the board and may be permtted to waive
coverage under ternms and conditions established by the board.

(8) The board shall review plans proposed by insuring entities that
desire to offer property insurance and/or accident and casualty
i nsurance to state enpl oyees through payroll deduction. The board nmay
approve any such plan for payroll deduction by insuring entities
holding a valid certificate of authority in the state of \Wshi ngton and
whi ch the board determnes to be in the best interests of enployees and
the state. The board shall adopt rules setting forth criteria by which
it shall evaluate the plans.

(9) Before January 1, 1998, the public enployees' benefits board
shal |l nake available one or nore fully insured | ong-term care insurance
plans that conply wth the requirenents of chapter 48.84 RCW  Such
prograns shall be nmade available to eligible enployees, retired
enpl oyees, and retired school enployees as well as eligible dependents
whi ch, for the purpose of this section, includes the parents of the
enpl oyee or retiree and the parents of the spouse of the enployee or
retiree. Enployees of |ocal governnents, political subdivisions, and
tribal governments not otherwise enrolled in the public enployees’
benefits board sponsored nedical prograns may enroll under terns and
conditions established by the admnnistrator, if it does not jeopardize
the financial viability of the public enployees' benefits board' s |ong-
termcare offering.

(a) Participation of eligible enployees or retired enployees and
retired school enployees in any long-term care insurance plan nade

p. 11 HB 2651
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avail able by the public enployees' benefits board is voluntary and
shall not be subject to binding arbitration under chapter 41.56 RCW
Participation is subject to reasonable underwiting guidelines and
eligibility rules established by the public enpl oyees' benefits board
and the health care authority.

(b) The enpl oyee, retired enployee, and retired school enployee are
solely responsible for the paynent of the premium rates devel oped by
the health care authority. The health care authority is authorized to
charge a reasonable admnistrative fee in addition to the prem um
charged by the long-termcare insurer, which shall include the health
care authority's cost of admnistration, marketing, and consuner
education materials prepared by the health care authority and the
office of the insurance conm ssioner.

(c) To the extent admnistratively possible, the state shal
establish an automatic payroll or pension deduction system for the
paynent of the long-term care insurance prem uns.

(d) The public enployees' benefits board and the health care
authority shall establish a technical advisory commttee to provide
advice in the devel opnent of the benefit design and establishnment of

underwriting guidelines and eligibility rules. The comm ttee shall
al so advise the board and authority on effective and cost-effective
ways to market and distribute the long-term care product. The

technical advisory commttee shall be conprised, at a mninmm of
representatives of the office of the insurance conm ssioner, providers
of long-termcare services, licensed insurance agents with expertise in
| ong-term care insurance, enployees, retired enpl oyees, retired school
enpl oyees, and other interested parties determ ned to be appropriate by
t he board.

(e) The health care authority shall offer enployees, retired
enpl oyees, and retired school enployees the option of purchasing |ong-
termcare insurance through |icensed agents or brokers appointed by the
|l ong-termcare insurer. The authority, in consultation wth the public
enpl oyees' benefits board, shall establish marketing procedures and may
consider all prem um conponents as a part of the contract negotiations
with the long-termcare insurer.

(f) I'n developing the long-termcare insurance benefit designs, the
public enpl oyees' benefits board shall include an alternative plan of
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care benefit, including adult day services, as approved by the office
of the insurance comm ssioner.

(g) The health care authority, with the cooperation of the office
of the insurance comm ssioner, shall develop a consuner education
program for the eligible enployees, retired enployees, and retired
school enpl oyees designed to provide education on the potential need
for long-term care, nethods of financing long-term care, and the
availability of long-term care insurance products including the
products offered by the board.

NEW SECTION. Sec. 5. Sections 1 and 3 of this act take effect
July 1, 2008.

NEW SECTION. Sec. 6. Sections 1 and 3 of this act expire January
1, 2009.

NEW SECTION. Sec. 7. Sections 2 and 4 of this act take effect
January 1, 20009.

~-- END ---
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