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H 4427.1

HOUSE BI LL 2724

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on
By Representatives Geen, H nkle, and Mrrell

Read first time 01/16/08. Referred to Commttee on Health Care &
VWl | ness.

AN ACT Relating to health care contracts; and adding a new section
to chapter 48.43 RCW

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

NEW SECTION. Sec. 1. A new section is added to chapter 48.43 RCW
to read as foll ows:

(1) Effective January 1, 2009, a person or entity that contracts
with a health care provider shall conply with this section and shall
include the provisions required by this section in the contract. A
contract in existence prior to January 1, 2009, that is renewed or
renews by its ternms, shall conply with this section no later than
Decenber 31, 2009.

(2) As used in this section, unless the context otherw se requires:

(a) "Category of coverage" neans one of the followng types of
coverage offered by a person or entity:

(1) Health mai ntenance organi zati on pl ans;

(ti) Any commercial plan or contract that is not a health
mai nt enance organi zati on pl an;

(ii1) Medicare;

(iv) Medicaid; or
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(v) Workers' conpensati on.

(b) "Edit" means a practice or procedure pursuant to which one or
nore adjustnents are made regarding procedure codes, including the
Ameri can nedi cal association's current procedural term nology code and
the centers for medicare and nedicaid services health care comon
procedure coding systemthat results in:

(1) Paynment for sone, but not all, of the codes;

(1i) Paynment for a different code;

(ti1) A reduced paynent as a result of services provided to a
patient that are clainmed under nore than one code on the sane service
dat e;

(1v) A reduced paynent related to a nodifier used with a procedure
code; or

(v) A reduced paynent based on multiple units of the sane code
billed for a single date of service.

(c) "Health care contract” or "contract" nmeans a contract entered
into or renewed between a person or entity and a health care provider
for the delivery of health care services to others.

(d) "Health care provider" neans a person licensed or certified in
this state to practice nedicine, pharmacy, chiropractic, nursing,
physi cal therapy, podiatry, dentistry, optometry, occupational therapy,
or other healing arts. "Health care provider" al so neans an anbul atory
surgical center, a licensed pharnmacy or provider of pharnmacy services,
and a professional corporation or other corporate entity consisting of
licensed health care providers as permtted by the laws of this state.

(e)(i) "Material change" mnmeans a change to a contract that
decreases the health care provider's paynent or conpensation, changes
the adm nistrative procedures in a way that nay reasonably be expected
to significantly increase the provider's admnistrative expense,
replaces the maxi mum al |l owabl e cost list used with a new and different
maxi mum al | onabl e cost |list by a person or entity for reinbursenent of
generic prescription drug clainms, or adds a new category of coverage.
"Material change" does not include:

(A) A decrease in paynent or conpensation resulting solely froma
change in a published fee schedule upon which the paynent or
conpensation is based and the date of applicability is clearly
identified in the contract;
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(B) A decrease in paynent or conpensation resulting froma change
in the fee schedule specified in a contract for pharnmacy services such
as a change in a fee schedule based on average wholesale price or
maxi mum al | owabl e cost;

(C A decrease in paynent or conpensation that was anticipated
under the terns of the contract, if the anmunt and date of
applicability of the decrease is clearly identified in the contract;

(D) An adm nistrative change that may significantly increase the
provider's adm nistrative expense, the specific applicability of which
is clearly identified in the contract;

(E) Changes to an existing prior authorization, precertification,
notification, or referral program that do not substantially increase
the provider's adm nistrative expense; or

(F) Changes to an edit programor to specific edits; however, the
health care provider shall be provided notice of the changes pursuant

to (e)(ii) of this subsection, and the notice shall include infornmation
sufficient for the health care provider to determne the effect of the
changes.

(1i) If a change to the contract is admnistrative only and is not
a material change, the change shall be effective upon at |east fifteen
days' notice to the health care provider. Al other notices shall be
provi ded pursuant to the contract.

(f) "Person or entity" nmeans a person or entity that has a primry
busi ness purpose of contracting with health care providers for the
delivery of health care services.

(3)(a) Each contract shall have provided with it a sunmary
di scl osure formdisclosing, in plain | anguage, the foll ow ng:

(i) The ternms governing conpensation and paynent;

(i1) Any category of coverage for which the health care provider is
to provide service;

(ti1) The duration of the contract and how the contract my be
term nat ed;

(tv) The identity of the person or entity responsible for the
processing of the health care provider's clainms for conpensation or
paynment ;

(v) Any internal mechanism required by the person or entity to
resolve disputes that arise under the ternms or conditions of the
contract; and
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(vi) The subject and order of addenda, if any, to the contract.

(b) The sunmmary disclosure form required (a) of this subsection
shall be for informational purposes only and shall not be a term or
condition of the contract. However, such disclosure shall reasonably
summari ze the applicable contract provisions.

(c) If the contract provides for termnation for cause by either
party, the contract shall state the reasons that may be used for
termnation for cause, the terns of which are not unreasonable, and
when and to whom notice of term nation for cause shall be provided.

(d) The person or entity shall identify any utilization review or
managenent, quality inprovenent, or simlar program the person or
entity uses to review, nonitor, evaluate, or assess the services
provided pursuant to a contract. The policies, procedures, or
gui del i nes of such program applicable to a provider shall be disclosed
upon request of the health care provider within fourteen days after the
date of the request.

(4) (a) The disclosure of paynent and conpensation terns pursuant to

subsection (3) of this section shall include information sufficient for
the health care provider to determ ne the conpensation or paynent for
the health care services and shall include the foll ow ng:

(i) The manner of paynent, such as fee-for-service, capitation, or
ri sk sharing;

(i1)(A) The nethodol ogy used to cal cul ate any fee schedul e, such as
relative value wunit system and conversion factor, percentage of
medi care paynent system or percentage of billed charges. As
appl i cabl e, the nethodol ogy disclosure shall include the nanme of any
relative value system its version, edition, or publication date; any
appl i cabl e conversion or geographic factor; and any date by which
conpensation or fee schedules may be changed by such nethodol ogy if
allowed for in the contract.

(B) The fee schedule for codes reasonably expected to be billed by
the health care provider for services provided pursuant to the
contract, and, upon request, the fee schedule for other codes used by
or which may be used by the health care provider. Such fee schedule
shall include, as may be applicable, service or procedure codes such as
current procedural term nology codes or health care common procedure
codi ng system codes and the associ ated paynent or conpensation for each
servi ce code.
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(C) The fee schedule required in (a)(ii)(B) of this subsection may
be provided el ectronically.

(D) A fee schedule for the codes described by (a)(ii)(B) of this
subsection shall be provided when a material change related to paynent
or conpensation occurs. Additionally, a health care provider may
request that a witten fee schedule be provided up to tw ce per year,
and the person or entity nust provide such fee schedule pronptly.

(iii) The person or entity shall state the effect of edits, if any,
on paynent or conpensation. A person or entity may satisfy this
requi renent by providing a clearly understandable, readily available
mechani sm such as through a web site, that allows a health care
provider to determne the effect of edits on paynent or conpensation
before service is provided or a claimis submtted.

(b) Notw thstanding any provision of this subsection (4) to the
contrary, disclosure of a fee schedule or the nethodology used to
calculate a fee schedule is not required:

(i) Froma person or entity if the fee schedule is for a plan for
dental services, its providers include I|icensed dentists, the fee
schedul e is based upon fees filed with the person or entity by dental
providers, and the fee schedule is revised fromtine to tinme based upon
such filings. Specific nunerical paraneters are not required to be
di scl osed; or

(ii) If the fee schedule is for pharmacy services or drugs such as
a fee schedul e based on use of national drug codes.

(5) Upon conpletion of processing of a claim the person or entity
shall provide information to the health care provider stating how the
claim was adjudicated and the responsibility for any outstanding
bal ance of any party other than the person or entity.

(6) When a proposed contract is presented by a person or entity for
consideration by a health care provider, the person or entity shall
provide in witing or mnake reasonably available the information
required in subsection (4) of this section. |If the information is not
disclosed in witing, it shall be disclosed in a manner that allows the
health care provider to tinely evaluate the paynent or conpensation for
services under the proposed contract. The disclosure obligations in
this section shall not prevent a person or entity from requiring a
reasonabl e confidentiality agreenment regarding the terns of a proposed
contract.
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(7)(a) A material change to a contract shall occur only if the
person or entity provides in witing to the health care provider the
proposed change and gives ninety days' notice before the effective date
of the change. The witing shall be conspicuously entitled "notice of
mat eri al change to contract."”

(b) If the health care provider objects in witing to the nmateri al
change wthin fifteen days and there is no resolution of the objection,
either party may termnate the contract wupon witten notice of
termnation provided to the other party not later than sixty days
before the effective date of the material change.

(c) If the health care provider does not object to the materia
change pursuant to (b) of this subsection, the change shall be
effective as specified in the notice of material change to the
contract.

(d) If a material change is the addition of a new category of
coverage and the health care provider objects, the addition shall not
be effective as to the health care provider, and the objection shal
not be a basis upon which the person or entity may termnate the
contract.

(8) Notwi thstandi ng subsection (6) of this section, a contract may
be nodified by operation of |aw as required by any applicable state or
federal |aw or regulation, and the person or entity may disclose this
change by any reasonabl e neans.

(9) Nothing in this section shall be construed to require the
renegotiation of a contract in existence before the applicable
conpliance date in this section, and any disclosure required by this
section for such contracts may be by notice to the health care
provi der.

(10) A person or entity shall not assign, allow access to, sell
rent, or give the person's or entity's rights to the health care
provider's services pursuant to the person's or entity's contract
unl ess he or she conplies with (a) through (e) of this subsection as
fol | ows:

(a) The third party accessing the health care provider's services
under the contract is an enployer or other entity providing coverage
for health care services to its enpl oyees or nenbers and such enpl oyer
or entity has, with the person or entity contracting with the health
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care provider, a contract for the admnistration or processing of
clains for paynent or service provided pursuant to the contract with
the health care provider;

(b) The third party accessing the health care provider's services
under the contract is an affiliate of, subsidiary of, or is under
common ownership or control with the person or entity; or, is providing
or receiving admnistrative services from the person or entity or an
affiliate of, or subsidiary of, or is under common ownership or control
with the person or entity;

(c) The health care contract specifically provides that it applies
to network rental arrangenents and states that it is for the purpose of
assigning, allow ng access to, selling, renting, or giving the person's
or entity's rights to the health care provider's services;

(d) The individuals receiving services under the health care
provider's contract are provided wth appropriate identification
stating where clains should be sent and where inquiries should be
di rected; and

(e) The third party accessing the health care provider's services
through the health care provider's contract is obligated to conply with
all applicable terns and conditions of the contract; except that a
sel f-funded plan receiving adm nistrative services fromthe person or
entity or its affiliates shall be solely responsible for paynent to the
provi der.

(11) Except as permitted by this section, a person or entity shal
not require, as a condition of contracting, that a health care provider
wai ve or forego any right or benefit to which the health care provider
may be entitled under state or federal |aw or regulation that provides
| egal protections to a person solely based on the person's status as a
heal th care provider providing services in this state.

(12) Upon sixty days' notice, a health care provider may decline to
provi de service pursuant to a contract to new patients covered by the
person or entity. The notice shall state the reason or reasons for
this action. For the purposes of this subsection, "new patients" neans
those patients who have not received services from the health care
provider in the imediately preceding three years. A patient shall not
becone a "new patient"” solely by changi ng coverage from one person or
entity to another person or entity.
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(13) A term for conpensation or paynent shall not survive the
termnation of a contract, except for a continuation of coverage
required by law or with the agreenent of the health care provider.

(14) A contract shall not preclude its use or disclosure to a third
party for the purpose of enforcing the provisions of this section or
enforcing other state or federal law. The third party shall be bound
by the confidentiality requirenents set forth in the contract or
ot herw se.

(15) In addition to the provisions of subsection (2)(e) of this
section, a contract with a duration of less than tw years shall
provide to each party a right to term nate the contract w thout cause,
which termnation shall occur with at |east ninety days' witten
noti ce. For contracts wth a duration of two or nobre years,
term nation wthout cause may be as specified in the contract.

(16) This section shall not apply to:

(a) An exclusive contract with a single nmedical group in a specific
geographic area to provide or arrange for health care services;
however, this section shall apply to contracts for health care services
bet ween the nedi cal group and ot her nedi cal groups;

(b) A contract or agreenent for the enploynent of a health care
provider or a contract or agreenent between health care providers;

(c) A contract or arrangenent entered into by a hospital or health
care facility that is licensed or certified under Title 70 RCW

(d) A contract between a health care provider and the state or
federal governnent or their agencies for health care services provided
t hrough a program for workers' conpensation, nedicaid, or nedicare;

(e) Contracts for pharmacy benefit nmanagenent, except that this
exclusion shall not apply to a contract for health care services
between a person or entity and a pharnacy, pharmacist, or professional
corporation or corporate entity consisting of pharmaci es or pharmaci sts
as permtted by the laws of this state; or

(f) A contract or arrangenent entered into by a hospital or health
care facility that is licensed or certified under Title 70 RCW or any
out pati ent service provider that has entered into a joint venture with
the hospital or is owned by the hospital or health care facility.

(17) A contract between a pharmaci st or a pharmacy and a phar nacy
benefit manager shall be termnated if the federal drug enforcenent
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agency or other federal |aw enforcenent agency ceases the operations of
t he pharnmaci st or pharmacy due to alleged or actual crimnal activity.

(18) Notw thstanding the applicable conpliance date requirenent in
subsection (1) of this section, a donestic nonprofit health plan shal
conply with this section within twelve nonths after the applicable
conpl i ance date.

(19) A contract subject to this section may include an agreenent
for binding arbitration.

(20)(a) Wth respect to the enforcenent of this section, including
arbitration, there shall be avail abl e:

(1) Private rights of action at law and in equity;

(i1) Equitable relief, including injunctive relief;

(ii11) Reasonable attorneys' fees when the health care provider is
the prevailing party in an action to enforce this section, except to
the extent that the violation of this section consisted of a nere
failure to nake paynent pursuant to a contract;

(tv) The option to introduce as persuasive authority prior
arbitration awards regarding a violation of this section.

(b) Arbitration awards related to the enforcenent of this section
may be disclosed to those who have a bona fide interest in the
arbitration

(21) No provision of this section shall be used to justify any act
or omssion by a health care provider that is prohibited by any
applicable professional code of ethics or state or federal |[|aw
prohi biting discrimnation agai nst any person.

NEW SECTION. Sec. 2. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

~-- END ---
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