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HOUSE BI LL 3384

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

By Representatives Hinkle, Bailey, Newhouse, Haler, Warnick, Schm ck,
Wal sh, Schindler, Roach, Smth, Rodne, Crouse, Priest, Chandler,
Al exander, Kristiansen, Herrera, Condotta, Ross, Ahern, Pearson,
McCune, Skinner, Ericksen, MDonal d, and Dunn

Read first time 03/06/08. Referred to Commttee on Health Care &
VWl | ness.

AN ACT Relating to inplenenting the recommendation of the blue
ri bbon comm ssion on health care costs and access rel ated to decreasing
the nunber of the uninsured in the state; anmending RCW 48.43.041,
48. 44. 022, 48.46.064, 48.20.029, 48.21.045, 48.44.023, and 48. 46. 066;
adding a new section to chapter 48 .43 RCW adding a new section to
chapter 82.04 RCW and creating a new section.

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

NEW SECTION. Sec. 1. The legislature finds that in January 2007,
t he bl ue ribbon comm ssion on health care costs and access issued their
report which included a recommendation to give individuals and famlies
nmore choice in selecting private insurance plans that work for them

This recomendation specifically stated, "Washington needs a
mul ti pronged approach to tackle the challenges facing our uninsured
popul ati on. Over half of Wshington's total wuninsured popul ation
consists of young adults ages nineteen to thirty-four. In addition

fifty thousand are enpl oyees of small businesses who have incones in
excess of two hundred percent of the federal poverty level. Providing

t hese and ot her individuals affordable insurance options on the private
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market will go a long way in decreasing the nunber of uninsured in the
state.”

The |l egislature further finds that in the 2007 | egislative session,
Engrossed Second Substitute Senate Bill No. 5930 titled "an act
relating to providing high quality, affordable health <care to
Washi ngtoni ans based on the recomendations of the blue ribbon
conm ssion on health care costs and access” was introduced and passed
Wi t hout any provisions related to the recomrendati on described in this
section.

The legislature further finds that, according to the 2004
Washi ngton state popul ati on survey, self-enployed individuals and their
dependents account for thirty-three percent of the uninsured. These
i ndi viduals must purchase health insurance through the individual
heal th insurance market and they do not get the sanme tax benefits on
health insurance costs as enployers and their enployees. The
| egislature intends to inplenent the recomendati on of the blue ribbon
comm ssion on health <care costs and access, and inplenent a
mul ti pronged approach that provides nore affordable health insurance
options in the private market to decrease the nunber of uninsured in
Washi ngt on.

Sec. 2. RCW48.43.041 and 2000 ¢ 79 s 26 are each anended to read
as follows:

(1) Al individual health benefit plans, other than catastrophic
heal t h pl ans( (—effered—or—+renewed—on—or—afterOctober—1,—2000)) and
plans for young adults as described in subsection (3) of this section,
shall include benefits described in this section. Nothing in this
section shall be construed to require a carrier to offer an individual
heal th benefit plan.

(a) Maternity services that include, with no enrollee cost-sharing
requirenents beyond t hose general ly appl i cabl e cost-sharing
requi renents: D agnosi s of pregnancy; prenatal care; delivery; care
for conplications of pregnancy; physician services; hospital services;
operating or other special procedure roons; radiology and |aboratory
services; appropriate nedications; anesthesia; and services required
under RCW 48. 43. 115; and

(b) Prescription drug benefits with at | east a two thousand dol | ar
benefit payable by the carrier annually.
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(2) If a carrier offers a health benefit plan that is not a
catastrophic health plan to groups, and it chooses to offer a health
benefit plan to individuals, it nmust offer at | east one health benefit
plan to individuals that is not a catastrophic health plan.

(3) Carriers may design and offer a separate health plan targeted
at young adults between nineteen and thirty-four years of age. The
plan may include the benefits required under subsections (1) and (2) of
this section but is not required to include these benefits. The health
pl an designed for young adults may be exenpt fromthe requirenents of
RCW 48.43. 045(1), 48.43.515(5), 48.44.327, 48.20.392, and 48. 46. 277.

Sec. 3. RCW48.44.022 and 2006 ¢ 100 s 3 are each anended to read
as follows:

(1) Except for health benefit plans covered under RCW 48. 44.021,
premumrates for health benefit plans for individuals shall be subject
to the foll ow ng provisions:

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

(1) Geographic area;

(1i) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

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

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

(d) Except as provided in subsection (2) of this section, the
permtted rates for any age group shall be no nore than four hundred
twenty-five percent of the |lowest rate for all age groups on January 1,
1996, four hundred percent on January 1, 1997, and three hundred
seventy-five percent on January 1, 2000, and thereafter.
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(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns.

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

(i) Changes to the famly conposition;

(i) Changes to the health benefit plan requested by the
i ndi vi dual ; or

(iii1) Changes in governnent requirenents affecting the health
benefit pl an.

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

(h) A tenure discount for continuous enrollnent in the health plan
of two years or nore may be offered, not to exceed ten percent.

(2) Adjusted community rates established under this section shal
pool the nedical experience of all individuals purchasing coverage
except individuals purchasing coverage under RCW 48. 44. 021, and shal
not be required to be pooled with the nedical experience of health
benefit plans offered to small enployers under RCW 48.44.023. Carriers
may treat young adults, between twenty-one and thirty-four years of
age, and products devel oped specifically for them as a single banded

experience pool for purposes of establishing rates. The rates
established for this age group are not subject to subsection (1)(d) of
this section. After two vears of experience with these products,

carriers nust report to the office of the insurance comm ssioner on the
product rates, the nunber of newy insured young adults, and the inpact
on other segnents of the narket.

(3) As used in this section and RCW 48.44.023 "health benefit
plan,” "small enployer,"” "adjusted community rates,” and "wellness
activities" nean the sane as defined in RCW48. 43. 005.

HB 3384 . 4
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Sec. 4. RCW48.46.064 and 2006 ¢ 100 s 5 are each anended to read
as follows:

(1) Except for health benefit plans covered under RCW 48. 46. 063,
premumrates for health benefit plans for individuals shall be subject
to the foll ow ng provisions:

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

(1) Geographic area;

(1i) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

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

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

(d) Except as provided in subsection (2) of this section, the
permtted rates for any age group shall be no nore than four hundred
twenty-five percent of the |lowest rate for all age groups on January 1,
1996, four hundred percent on January 1, 1997, and three hundred
seventy-five percent on January 1, 2000, and thereafter.

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

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

(i) Changes to the famly conposition;

(1i) Changes to the health benefit plan requested by the
i ndi vi dual ; or

(iii1) Changes in governnent requirenments affecting the health
benefit pl an.
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(g) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) A tenure discount for continuous enrollnent in the health plan
of two years or nore may be offered, not to exceed ten percent.

(2) Adjusted community rates established under this section shal
pool the nedical experience of all individuals purchasing coverage
except individuals purchasing coverage under RCW 48. 46. 063, and shal
not be required to be pooled with the nedical experience of health
benefit plans offered to small enpl oyers under RCW 48. 46. 066. Carriers
may treat young adults, between twenty-one and thirty-four years of
age, and products devel oped specifically for them as a single banded

experience pool for purposes of establishing rates. The rates
established for this age group are not subject to subsection (1)(d) of
this section. After two vears of experience with these products,

carriers shall report to the office of the insurance conm ssioner on
the product rates, the nunber of newy insured young adults, and the
i npact on other segnents of the market.

(3) As wused in this section and RCW 48.46. 066, "health benefit
plan,"” "adjusted community rate,” "small enployer,” and "wellness
activities" nean the sane as defined in RCW48. 43. 005.

Sec. 5. RCW48.20.029 and 2006 ¢ 100 s 2 are each anended to read
as follows:

(1) Premiuns for health benefit plans for individuals who purchase
the plan as a nenber of a purchasing pool:

(a) Consisting of five hundred or nore individuals affiliated with
a particular industry;

(b) To whom care managenent services are provided as a benefit of
pool nenbership; and

(c) Waich allows contributions from nore than one enployer to be
used towards the purchase of an individual's health benefit plan;
shall be calculated using the adjusted community rating nethod that

HB 3384 p. 6
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spreads financial risk across the entire purchasing pool of which the
individual is a nenber. Al such rates shall conformto the foll ow ng:

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

(A) Geographic area;

(B) Fam ly size;

(O Age;

(D) Tenure discounts; and

(E) Wellness activities.

(i11) The adjustnent for age in (c)(i)(C of this subsection may not
use age brackets smaller than five-year increnments which shall begin
with age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(ii1) The insurer shall be permtted to devel op separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer, and coverage for which nmedicare is not the primry
payer. Both rates are subject to the requirenents of this subsection.

(1v) Except as provided in subsection (2) of this section, the
permtted rates for any age group shall be no nore than four hundred
twenty-five percent of the lowest rate for all age groups on January 1,
1996, four hundred percent on January 1, 1997, and three hundred
seventy-five percent on January 1, 2000, and thereafter.

(v) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

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

(A) Changes to the fam |y conposition;

(B) Changes to the health benefit plan requested by the individual;

or

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

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

(viii) A tenure discount for continuous enrollnent in the health
pl an of two years or nore may be offered, not to exceed ten percent.

(2) Adjusted community rates established under this section shal
not be required to be pooled with the nedical experience of health
benefit plans offered to small enpl oyers under RCW48.21.045. Carriers
may treat young adults, between twenty-one and thirty-four years of
age, and products devel oped specifically for them as a single banded
experience pool for purposes of establishing rates. The rates
established for this age group are not subject to subsection (1)(c)(iv)
of this section. After two years of experience with these products,
carriers shall report to the office of the insurance conm ssioner on
the product rates, the nunber of newy insured young adults, and the
i npact on other segnents of the market.

(3) As wused in this section, "health benefit plan,"” "adjusted
community rates,” and "well ness activities" nean the sane as defined in
RCW 48. 43. 005.

NEW SECTION. Sec. 6. A new section is added to chapter 48.43 RCW
to read as foll ows:

The office of the insurance comm ssioner shall nake avail able
educational and outreach naterials targeted to young adults aged
nineteen to thirty-four, as funding beconmes available. Education and
outreach efforts shall focus on educating young consuners on the
inportance and value of health insurance, including educational
materials, public service nessages, and other outreach activities. The
comm ssioner is authorized to fund these activities with grants,
donations, in-kind contributions, or other funding that may be
avai |l abl e.

Sec. 7. RCW48.21.045 and 2007 ¢ 260 s 7 are each anended to read
as follows:

(1))((2)) An insurer offering any health benefit plan to a small
enpl oyer, either directly or through an associati on or nenber-governed
group fornmed specifically for the purpose of purchasing health care,
may offer and actively market to the small enployer ((&)) no nore than

HB 3384 p. 8
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one health benefit plan featuring a limted schedul e of covered health

care services. (( Nothinginthts—subsectton—shat—prectlude—antnsurer

48242650 —48-21-306—48 21 316—er 4821320
2r)) (a) The plan offered under this subsection may be offered

with a choice of cost-sharing arrangenents, and nmay, but need not,
conply wth: RCW 48.21.130 through 48.21.240, 48.21.244 through
48.21. 280, 48.21.300 through 48.21.320, 48.43.045(1) except as required
in (b) of this subsection, 48.43.093, 48.43.115 through 48.43.185,
48.43.515(5), or 48.42.100.

(b) In offering the plan under this subsection, the insurer nust
offer the small enployer the option of permtting every category of
health care provider to provide health services or care for conditions
covered by the plan pursuant to RCW48.43.045(1).

(2) An insurer offering the plan under subsection (1) of this
section nust also offer and actively market to the snmall enployer at
| east one additional health benefit plan.

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

((3))) (4) Premium rates for health benefit plans for small
enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:

p. 9 HB 3384
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(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comrunity rate for:

(1) Geographic area;

(11) Famly size;

(ri1) Age; and

(1v) Wellness activities.

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

(c) The insurer shall be permtted to develop separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer . Both rates shall be subject to the requirenents of this
subsection ((3)) (4).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

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

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

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

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

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

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

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

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

HB 3384 p. 10



© 00 N O Ol WDN P

W W W W W W WwWwWwWwWwWwWMNDNDNDNDNDNMNMNDNMDDNMNDNMDNMNMNMNMMNEPRPPRPEPRPRPRPPRPERPRRERPPRPRE
0O NO Ol A W NPEFP O OOWwuNO O P WMNEPEOOooOOWwNO OO owDNDEe. o

providers result in substantial differences in clains costs. A carrier

may develop its rates based on clains costs ((due—to—network—provider
rebbursenent —schedules—or—type—of—network)) for a plan. Thi s

subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Except for small group health benefit plans that qualify as
i nsurance coverage conbined with a health savings account as defined by
the United States internal revenue service, adjusted conmunity rates
est abl i shed under this section shall pool the nedical experience of al

smal | groups purchasing coverage, including the snall group
participants in the health insurance partnership established in RCW
70. 47A. 030. However, annual rate adjustnents for each small group

health benefit plan may vary by up to plus or mnus ((feur)) eight
percentage points from the overall adjustnment of a carrier's entire

smal | group p00|((——4HH%+—9VeFa##—%HH+H%4ﬁH#——%9—4%%—&ﬁﬁ#9¥€d—4ﬁk—%he

submttal)) if certified by a nenber of the Anerican acadeny of

actuaries, that: (i) The variation is a result of deductible |everage,
benefit design, clainms cost trend for the plan, or provider network
characteristics; and (ii) for a rate renewal period, the projected
wei ghted average of all small group benefit plans will have a revenue
neutral effect on the carrier's snmall group pool. Vari ations of
greater than eight percentage points are subject to review by the
conm ssioner, and nust be approved or denied within thirty days of
submttal. A variation that is not denied within ((sby)) thirty days
shal | be deened approved. The conmm ssioner nust provide to the carrier
a detailed actuarial justification for any denial ((wthinr—thirty
days)) at the tinme of the denial.

((64)Y)) (5) Nothing in this section shall restrict the right of
enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

p. 11 HB 3384
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((65))) (6)(a) Except as provided in this subsection, requirenents
used by an insurer in determning whether to provide coverage to a
smal| enployer shall be applied uniformy anong all small enployers
applying for coverage or receiving coverage fromthe carrier.

(b) An insurer shall not require a mninum participation |evel
greater than:

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

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

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

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

((66))) (7)) An insurer nust offer coverage to all eligible
enpl oyees of a snmall enployer and their dependents. An insurer nay not
of fer coverage to only certain individuals or dependents in a smnall
enpl oyer group or to only part of the group. An insurer may not nodify
a health plan with respect to a small enployer or any eligible enployee
or dependent, through riders, endorsenents or otherwi se, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

((6H)) (8) As used in this section, "health benefit plan,"” "small
enpl oyer,"” "adjusted community rate,"” and "wellness activities" nean
the sane as defined in RCW48. 43. 005.

Sec. 8. RCW48.44.023 and 2007 ¢ 260 s 8 are each anended to read
as follows:

(D((2r)) A health care services contractor offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group forned specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal |l enployer ((a&)) no nore than one health benefit plan featuring a
[imted schedule of covered health care services. ((Nothing in this

HB 3384 p. 12
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48444606
£2r)) (a) The plan offered under this subsection may be offered

with a choice of cost-sharing arrangenents, and my, but is not
required to, conply wth: RCW 48.44.210, 48.44.212, 48.44.225,
48. 44. 240 through 48.44.245, 48.44.290 through 48.44.340, 48.44.344,
48. 44. 360 through 48.44.380, 48.44.400, 48.44.420, 48.44.440 through
48.44. 460, 48.44.500, 48.43.045(1) except as required in (b) of this
subsection, 48.43.093, 48.43.115 through 48.43.185, 48.43.515(5), or
48. 42. 100.

(b) In offering the plan under this subsection, the health care
service contractor nust offer the snmall enployer the option of
permtting every category of health care provider to provide health
services or care for conditions covered by the plan pursuant to RCW
48. 43.045(1).

(2) A health care service contractor offering the plan under
subsection (1) of this section nust also offer and actively market to
the snmall enployer at | east one additional health benefit plan.

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

((3))) (4) Premium rates for health benefit plans for small

p. 13 HB 3384
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enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:

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

(1) Geographic area;

(1i) Famly size;

(ri1) Age; and

(1v) Wellness activities.

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

(c) The contractor shall be permtted to devel op separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer . Both rates shall be subject to the requirenents of this
subsection ((3)) (4).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

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

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

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

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

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

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

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

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
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coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier

may develop its rates based on clai ns costs ((due—to—network—provider
rebbursenent —schedules—or—type—of—network)) for a plan. Thi s

subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Except for small group health benefit plans that qualify as
i nsurance coverage conbined with a health savings account as defined by
the United States internal revenue service, adjusted conmunity rates
est abl i shed under this section shall pool the nedical experience of al
groups purchasi ng coverage, including the small group participants in
the health insurance partnership established in RCW 70.47A. 030.
However, annual rate adjustnents for each small group health benefit
plan may vary by up to plus or mnus ((feur)) eight percentage points
fromthe overall adjustnment of a carrier's entire small group pool((—

deﬂ+ed—M+%h+ﬂ—s+*%y—days—e#—subﬁ+PPa#)) if certified by a menber of the

Anerican acadeny of actuaries, that: (i) The variation is a result of
deductible |l everage, benefit design, clains cost trend for the plan, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's snmall group pool.
Variations of greater than eight percentage points are subject to
review by the conm ssioner, and nust be approved or denied wthin
thirty days of submttal. A variation that is not denied wthin
((stxty)) thirty days shall be deened approved. The conm ssioner mnust
provide to the carrier a detailed actuarial justification for any

deni al ((wthiprthirty days)) at the tinme of the denial.
((64))) (5) Nothing in this section shall restrict the right of
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enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

((65))) (6)(a) Except as provided in this subsection, requirenents
used by a contractor in determ ning whether to provide coverage to a
smal |l enployer shall be applied uniformy anong all small enployers
applying for coverage or receiving coverage fromthe carrier.

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

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

(ii1) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

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

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

((66))) () A contractor nust offer coverage to all eligible
enpl oyees of a small enployer and their dependents. A contractor nmay
not offer coverage to only certain individuals or dependents in a snall
enpl oyer group or to only part of the group. A contractor may not
nodi fy a health plan with respect to a small enployer or any eligible
enpl oyee or dependent, through riders, endorsenents or otherw se, to
restrict or exclude coverage or benefits for specific diseases, nedical
conditions, or services otherw se covered by the plan.

Sec. 9. RCW48.46.066 and 2007 ¢ 260 s 9 are each anended to read
as follows:

(D((2)r)) A health maintenance organi zation offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group fornmed specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal |l enployer ((a&)) no nore than one health benefit plan featuring a
[imted schedule of covered health care services. ((Nothing in this

: : hall Lud healtl . :
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48.46. 520, and 48.46.530.
£2r)) (a) The plan offered under this subsection may be offered

with a choice of cost-sharing arrangenents, and may, but is not
required to, conply with: RCWA48.46.250, 48.46.272 through 48. 46. 290,
48. 46. 320, 48. 46. 350, 48. 46. 375, 48.46.440 through 48. 46. 460,
48. 46.480, 48.46.490, 48.46.510, 48.46.520, 48.46.530, 48.46.565,
48.46. 570, 48.46.575, 48.43.045(1) except as required in (b) of this
subsection, 48.43.093, 48.43.115 through 48.43.185, 48.43.515(5), or
48. 42. 100.

(b) In offering the plan under this subsection, the health
mai nt enance organi zation nust offer the snmall enployer the option of
permtting every category of health care provider to provide health
services or care for conditions covered by the plan pursuant to RCW
48. 43.045(1).

(2) A health nmmintenance organization offering the plan under
subsection (1) of this section nust also offer and actively market to
the small enployer at |east one additional health benefit plan.

(3) Nothing in this section shall prohibit a health mintenance
organi zation fromoffering, or a purchaser from seeking, health benefit
plans with benefits in excess of the health benefit plan offered under
subsection (1) of this section. Al forms, policies, and contracts
shall be submtted for approval to the conm ssioner, and the rates of
any plan offered under this section shall be reasonable in relation to
the benefits thereto.

((3))) (4) Premium rates for health benefit plans for small
enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:
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(a) The health maintenance organization shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(tv) Wellness activities.

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

(c) The health maintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection ((£31)) (4).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

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

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

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

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

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

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

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

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
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provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier

may develop its rates based on clai ns costs ((due—to—network—provider
rebbursenent —schedules—or—type—of—network)) for a plan. Thi s

subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Except for small group health benefit plans that qualify as
i nsurance coverage conbined with a health savings account as defined by
the United States internal revenue service, adjusted conmunity rates
est abl i shed under this section shall pool the nedical experience of al
groups purchasi ng coverage, including the small group participants in
the health insurance partnership established in RCW 70.47A. 030.
However, annual rate adjustnents for each small group health benefit
plan may vary by up to plus or mnus ((feur)) eight percentage points
fromthe overall adjustnment of a carrier's entire small group pool((—

deﬂ+ed—M+%h+ﬂ—s+*%y—days—e#—subﬁ+PPa#)) if certified by a menber of the

Anerican acadeny of actuaries, that: (i) The variation is a result of
deductible | everage, benefit design, clains cost trend for the plan, or
provider network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the health maintenance organi zation's
small group pool. Variations of greater than eight percentage points
are subject to review by the conm ssioner, and nust be approved or
denied within thirty days of submttal. A variation that is not denied
wthin ((sby)) thirty days shall be deened approved. The
comm ssioner nust provide to the carrier a detailed actuarial
justification for any denial ((wthinthirtydays)) at the tinme of the
deni al .

((64)Y)) (5) Nothing in this section shall restrict the right of
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enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

((65))) (6)(a) Except as provided in this subsection, requirenents
used by a health maintenance organization in determning whether to
provi de coverage to a small enployer shall be applied uniformy anong
all small enployers applying for coverage or receiving coverage from
the carrier.

(b) A health mai ntenance organi zation shall not require a m ni num
participation | evel greater than:

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

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

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

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

((66))) (7) A health nmaintenance organi zation nust offer coverage
to all eligible enployees of a snall enployer and their dependents. A
heal t h mai nt enance organi zati on may not offer coverage to only certain
i ndi viduals or dependents in a small enployer group or to only part of
the group. A health maintenance organization may not nodify a health
plan with respect to a small enployer or any eligible enployee or
dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

NEW SECTION. Sec. 10. A new section is added to chapter 82.04 RCW
to read as foll ows:

A person who conducts business as a sole proprietorship may credit
against the tax inposed by this chapter, fifty percent of the val ue
paid during the reporting period for health insurance prem uns. The
credit may not exceed the tax otherw se due under this chapter for the
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1 reporting period. Unused credit may be carried over and used in
2 subsequent tax reporting periods. No refunds are granted for credits
3 under this section.

~-- END ---
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