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S-1210.1

SENATE BI LL 5888

St ate of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on
By Senators Thi baudeau, Franklin, Poulsen and Kline

Read first time 02/11/2005. Referred to Conmttee on Health & Long-
Term Car e.

AN ACT Rel ating to access to individual health insurance coverage;
amendi ng RCW 42.30.020, 48.18.110, 48.20.025, 48.41.030, 48.41.037,
48. 41. 040, 48.41.060, 48.41.080, 48.41.090, 48.41.100, 48.41.110,
48.41. 120, 48.41.140, 48.41.160, 48.41.190, 48.41.200, 48.44.017,
48. 44. 020, 48. 46. 060, 48.46.062, and 70.47.060; reenacting and anendi ng
RCW 48. 04. 010; and providing an effective date.

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

Sec. 1. RCW42.30.020 and 1985 ¢ 366 s 1 are each anended to read
as follows:

As used in this chapter unless the context indicates otherw se:

(1) "Public agency" neans:

(a) Any state board, comm ssion, commttee, departnent, educationa
institution, or other state agency, including the Wshington state
health insurance pool established in chapter 48.41 RCW which is
created by or pursuant to statute, other than courts and the
| egi sl ature;

(b) Any county, city, school district, special purpose district, or
ot her nmunicipal corporation or political subdivision of the state of
Washi ngt on;
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(c) Any subagency of a public agency which is created by or
pursuant to statute, ordinance, or other |egislative act, including but
not Ilimted to planning conmssions, library or park Dboards,
comm ssi ons, and agenci es;

(d) Any policy group whose nenbership includes representatives of
publicly owned utilities formed by or pursuant to the laws of this
state when neeting together as or on behalf of participants who have
contracted for the output of generating plants being planned or built
by an operating agency.

(2) "CGoverning body" neans the nultinmenber board, conmm ssion,
commttee, council, or other policy or rule-mking body of a public
agency, or any commttee thereof when the commttee acts on behal f of
t he governing body, conducts hearings, or takes testinony or public
conment .

(3) "Action" neans the transaction of the official business of a
public agency by a governing body including but not limted to receipt
of public testinony, deliberations, discussions, considerations,
reviews, evaluations, and final actions. "Final action" neans a
collective positive or negative decision, or an actual vote by a
mpjority of the nmenbers of a governing body when sitting as a body or
entity, upon a notion, proposal, resolution, order, or ordinance.

(4) "Meeting" neans neetings at which action is taken.

Sec. 2. RCW 48.04.010 and 2000 c¢c 221 s 8 and 2000 ¢ 79 s 1 are
each reenacted and anended to read as foll ows:

(1) The comm ssioner may hold a hearing for any purpose within the
scope of this code as he or she nay deem necessary. The conmi ssioner
shall hold a hearing:

(a) If required by any provision of this code; or

(b) Except under RCW 48.13.475, upon witten demand for a hearing
made by any person aggrieved by any act, threatened act, or failure of
the comm ssioner to act, if such failure is deenmed an act under any
provi sion of this code, or by any report, pronulgation, or order of the
comm ssi oner other than an order on a hearing of which such person was
given actual notice or at which such person appeared as a party, or
order pursuant to the order on such hearing.

(2) Any such demand for a hearing shall specify in what respects
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such person is so aggrieved and the grounds to be relied upon as basis
for the relief to be demanded at the hearing.

(3) Unless a person aggrieved by a witten order of the
conm ssioner demands a hearing thereon wthin ninety days after
receiving notice of such order, or in the case of a licensee under
Title 48 RCWw thin ninety days after the conmm ssioner has nmailed the
order to the licensee at the nost recent address shown in the
comm ssioner's licensing records for the |icensee, the right to such
heari ng shall conclusively be deened to have been wai ved.

(4) If a hearing is demanded by a |icensee whose |icense has been
tenporarily suspended pursuant to RCW48. 17. 540, the comm ssioner shall
hold such hearing demanded within thirty days after receipt of the
demand or within thirty days of the effective date of a tenporary
I i cense suspension issued after such demand, unless postponed by nutual
consent .

Sec. 3. RCW48.18.110 and 2000 ¢ 79 s 2 are each anmended to read
as follows:

(()) The conm ssioner shall disapprove any such form of policy,
application, rider, or endorsenent, or w thdraw any previous approval
t hereof, only:

(((&»)) (1) If it is in any respect in violation of or does not
conply with this code or any applicable order or regulation of the
comm ssi oner issued pursuant to the code; or

(()y)) (2) If it does not conply with any controlling filing
t heret of ore made and approved; or

((&ey)) (3) If it contains or incorporates by reference any
i nconsi stent, anbiguous or msleading clauses, or exceptions and
condi ti ons which unreasonably or deceptively affect the risk purported
to be assuned in the general coverage of the contract; or
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(())) (4) If it has any title, heading, or other indication of
its provisions which is m sleading; or

((€e))) (5) If purchase of insurance thereunder is being solicited
by deceptive advertising((—

Hadivi-dual—healt-h—benef+t—plan-) ), or

(6) If the benefits provided therein are unreasonable in relation
to the prem um char ged.

Sec. 4. RCW48. 20.025 and 2003 ¢ 248 s 8 are each anended to read
as follows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cains" neans the cost to the insurer of health care services,
as defined in RCW48.43. 005, provided to a policyholder or paid to or
on behalf of the policyholder in accordance with the terns of a health
benefit plan, as defined in RCW 48. 43. 005. This includes capitation
paynents or other simlar paynents nmade to providers for the purpose of
paying for health care services for a policyhol der

(b) "Clainms reserves" neans: (i) The liability for clains which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.

(c) "Earned prem uns" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl ainms reserves.

(e) "Loss ratio" neans incurred clains expense as a percentage of
earned prem uns.

(f) "Reserves" neans: (i) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.
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(2) An insurer shall file((+—Ffer—nfoermational—purposes—only;)) a

notice of its schedule of rates for its individual health benefit plans
with the comm ssioner prior to use.

(3) An insurer shall file with the notice required under subsection
(2) of this section supporting docunentation of its nethod of
determ ning the rates charged. The comm ssioner may request ((enrby—the
feH-oewtng)) supporting docunentation, including but not limted to:

(a) A description of the insurer's rate-nmaking nethodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncl udes the experience data, assunptions, and justifications of the
insurer's projection;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) Acertification by ((a&)) an independent nenber of the Anmerican
acadeny of actuaries, or other person approved by the conm ssioner,
that the adjusted conmunity rate charged can be reasonably expected to
result in a loss ratio that neets or exceeds the |loss ratio standard
established in subsection ((£A)) (6) of this section.

(4) ((Fhe—conmm-ssioner—nmay-hot—di-sapprove—or—othe
- . f the filed _

£5r)) By the last day of My each year any insurer 1issuing or
renewi ng individual health benefit plans in this state during the
precedi ng cal endar year shall file for review by the comm ssioner
supporting docunentation of its actual loss ratio for its individua
health benefit plans offered or renewed in the state in aggregate for
the preceding cal endar year. The filing shall include aggregate earned
prem uns, aggregate incurred clainms, and a certification by ((&)) an
i ndependent nenber of the Anmerican acadeny of actuaries, or other
person approved by the conm ssioner, that the actual loss ratio has
been cal cul ated in accordance with accepted actuarial principles.

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

(b) If the comm ssioner contests the calculation of the actual | oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the insurer.
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(c) Any dispute regarding the calculation of the actual loss ratio
shall, upon witten demand of either the conmm ssioner or the insurer,
be submtted to hearing under chapters 48.04 and 34. 05 RCW

((66))) (5) If the actual loss ratio for the preceding cal endar
year is less than the loss ratio established in subsection ((£A)) (6)
of this section, a remttance is due and the follow ng shall apply:

(a) The insurer shall calculate a percentage of premum to be
remtted to the Washi ngton state health insurance pool by subtracting
the actual loss ratio for the preceding year from the loss ratio
established in subsection ((A)) (6) of this section.

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

(c) All remttances shall be aggregated and such amounts shall be
remtted to the Washington state high risk pool to be used ((as
chreeted—by—the—pool—board—of—direetors)) solely to fund the rate
di scounts provided under RCW 48. 41. 200.

(d) Any remittance required to be issued under this section shal
be issued wthin thirty days after the actual loss ratio is deened
approved under subsection ((65))) (4)(a) of this section or the
determ nation by an adm nistrative | aw judge under subsection ((5)))
(4)(c) of this section.

((6H)) (B6) The loss ratio applicable to this section shall be
((seventy—four)) eighty-three percent mnus the premum tax rate
applicable to the insurer's individual health benefit plans under RCW
48. 14. 020.

Sec. 5. RCW48.41.030 and 2004 c 260 s 25 are each anmended to read
as follows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Accounting year" neans a twelve-nonth period determ ned by the
board for purposes of record-keeping and accounting. The first
accounting year may be nore or |less than twelve nonths and, fromtinme
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to tine in subsequent years, the board may order an accounting year of
ot her than twelve nonths as nmay be required for orderly managenent and
accounting of the pool.

(2) "Administrator”™ means the entity chosen by the board to
adm ni ster the pool under RCW 48. 41. 080.

(3) "Board" nmeans the board of directors of the pool.

(4) "Conm ssioner"” neans the insurance comr ssioner.

(5) "Covered person” neans any individual resident of this state
who is eligible to receive benefits from any nenber, or other health
pl an.

(6) "Health care facility" has the sane neaning as in RCW
70. 38. 025.

(7) "Health care provider" nmeans any physician, facility, or health
care professional, who is licensed in Washington state and entitled to
rei nmbursenent for health care services.

(8) "Health care services" neans services for the purpose of
preventing, alleviating, curing, or healing human illness or injury.

(9) "Health carrier”™ or "carrier" has the sane neaning as in RCW
48. 43. 005.

(10) "Health coverage" neans any group or individual disability
i nsurance policy, health care service contract, and heal th nmai ntenance
agreenent, including nedicare supplenental policies, except those
contracts entered into for the provision of health care services
pursuant to Title XVIII of the Social Security Act, 42 U.S.C Sec. 1395
et seq. The term does not include short-term care, |long-term care,
dental, vision, accident, fixed indemity, disability incone contracts,
limted benefit or credit insurance, coverage issued as a supplenent to
liability insurance, insurance arising out of the worker's conpensation
or simlar law, autonobile nedical paynent insurance, or insurance
under which benefits are payable with or without regard to fault and
which is statutorily required to be contained in any Iliability
i nsurance policy or equival ent self-insurance.

(11) "Health plan" means any arrangenent by which persons,
i ncl udi ng dependents or spouses, covered or making application to be
covered under this pool, have access to hospital and nedical benefits
or reinbursenent including any group or individual disability insurance
policy; health care service contract; health maintenance agreenent;
uni nsured arrangenents of group or group-type contracts including
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enpl oyer self-insured, cost-plus, or other benefit nethodol ogi es not
i nvol ving insurance or not governed by Title 48 RCW coverage under
group-type contracts which are not available to the general public and
can be obtained only because of connection wth a particular
organi zati on or group; and coverage by nedi care or other governnental

benefits. This term includes coverage through "health coverage" as
defined under this section, and specifically excludes those types of
prograns excluded wunder the definition of "health coverage" in

subsection (10) of this section.

(12) "Medical assistance" neans coverage under Title XIX of the
federal Social Security Act (42 U . S.C., Sec. 1396 et seq.) and chapter
74. 09 RCW

(13) "Medicare" neans coverage under Title XViIIl of the Social
Security Act, (42 U S.C. Sec. 1395 et seq., as anended).
(14) "Menber" nmeans any conmerci al i nsurer which provides

disability insurance or stop loss insurance, any health care service
contractor, any health mai ntenance organi zation |licensed under Title 48
RCW and any self-funded multiple enployer welfare arrangenent as
defined in RCW 48. 125. 010. "Menber" also neans the Washington state
health care authority as issuer of the state uniform nedical plan.
"Menber" shall also nean, ((as—seenr—as)) to the extent authorized by
federal law, enployers and other entities, including a self-funding
entity and enployee welfare benefit plans that provide health plan
benefits in this state on or after May 18, 1987. "Menber" does not
include any insurer, health care service contractor, or health
mai nt enance organi zati on whose products are exclusively dental products
or those products excluded fromthe definition of "health coverage" set
forth in subsection (10) of this section.

(15) "Network provider" neans a health care provider who has
contracted in witing with the pool adm nistrator or a health carrier
contracting with the pool admnistrator to offer pool coverage to
accept paynent from and to |ook solely to the pool or health carrier
according to the ternms of the pool health plans.

(16) "Plan of operation" nmeans the pool, including articles, by-
| aws, and operating rules, adopted by the board pursuant to RCW
48. 41. 050.

(17) "Point of service plan" neans a benefit plan offered by the
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pool under which a covered person may elect to receive covered services
from network providers, or nonnetwork providers at a reduced rate of
benefits.

(18) "Pool" neans the Washington state health insurance pool as
created in RCW48. 41. 040.

Sec. 6. RCW48.41.037 and 2000 ¢ 79 s 36 are each anended to read
as follows:
The Washington state health insurance pool account is created in

the custody of the state treasurer. All receipts from noneys
specifically appropriated to the account mnust be deposited in the
account . Expenditures from this account shall be used to cover

deficits incurred by the Washi ngton state health insurance pool under
this chapter in excess of the threshold established in this section

To the extent funds are available in the account, funds shall be
expended from the account to offset that portion of the deficit that
woul d otherwi se have to be recovered by inposing an assessment on
menbers in excess of a threshold of ((seventy)) one dollar and fifty
cents per insured person per nonth for the calendar year 2005, and
indexed annually thereafter to the rate of nedical inflation as
determned by the office of financial nanagenent. The conm ssi oner
shal | authorize expenditures fromthe account, to the extent that funds
are available in the account, upon actuarial certification to the
conm ssioner by the pool board that assessnents ((wH-)) for the
current calendar year are expected to exceed the threshold |Ievel
established in this section. The certification shall be sent to the
comm ssioner no later than Septenber 30th of each year. The account is
subject to the allotnent procedures under chapter 43.88 RCW but an
appropriation is not required for expenditures.

Sec. 7. RCW48.41.040 and 2000 c 80 s 1 are each anmended to read
as follows:

(1) There is created a nonprofit entity to be known as the
Washi ngton state health i nsurance pool. Al nenbers in this state on
or after May 18, 1987, shall be nenbers of the pool. Wen authorized
by federal law, all self-insured enployers shall also be nenbers of the
pool .
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(2) Pursuant to chapter 34.05 RCW the conm ssioner shall, wthin
ninety days after May 18, 1987, give notice to all nenbers of the tine
and place for the initial organizational neetings of the pool. A board
of directors shall be established, which shall be conprised of ten
menbers. The governor shall sel ect one nenber of the board from each
list of three nomnees submtted by statewide organizations
representing each of the follow ng: (a) Health care providers; (b)
heal th i nsurance agents; (c) small enployers; and (d) |arge enpl oyers.
The governor shall select ((+we)) three nenbers of the board from a
list of nomnees submtted by statew de organizations representing
health care consuners. In making these sel ections, the governor may
request additional nanmes fromthe statew de organi zations representing
each of the persons to be selected if the governor chooses not to
select a nenber fromthe |ist submtted. The remaining ((feur)) three
menbers of the board shall be selected by election from anong the
menbers of the pool. The elected nenbers shall, to the extent
possi bl e, include at |east one representative of health care service
contractors, one representative of health maintenance organizations,
and one representative of commercial insurers which provides disability

i nsur ance. The nenbers of the board shall elect a chair from the
voting nmenbers of the board. The insurance conm ssioner shall be a
nonvoting, ex officio nenber. When self-insured organizations other

than the Washington state health care authority becone eligible for
participation in the pool, the nenbership of the board shall be
increased to eleven and at |east one nenber of the board shall
represent the self-insurers.

(3) The original menbers of the board of directors shall be
appoi nted for intervals of one to three years. Thereafter, all board
menbers shall serve a termof three years. Board nenbers shall receive
no conpensation, but shall be reinbursed for all travel expenses as
provided in RCW43.03. 050 and 43. 03. 060.

(4) The board shall submt to the conm ssioner a plan of operation
for the pool and any anmendnents thereto necessary or suitable to assure
the fair, reasonable, and equitable adm nistration of the pool. The
comm ssioner shall, after notice and hearing pursuant to chapter 34.05
RCW approve the plan of operation if it is determned to assure the
fair, reasonable, and equitable adm nistration of the pool and provides
for the sharing of pool |osses on an equitable, proportionate basis
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anong the nenbers of the pool. The plan of operation shall becone
ef fective upon approval in witing by the conm ssioner consistent with
the date on which the coverage under this chapter nust be mde
avai lable. If the board fails to submt a plan of operation within one
hundred eighty days after the appointnent of the board or any tinme
thereafter fails to submt acceptable anendnents to the plan, the

comm ssioner shall, wthin ninety days after notice and hearing
pursuant to chapters 34.05 and 48.04 RCW adopt such rules as are
necessary or advisable to effectuate this chapter. The rules shall

continue in force until nodified by the comm ssioner or superseded by
a plan submtted by the board and approved by the comm ssioner.

Sec. 8. RCW48.41.060 and 2004 c 260 s 26 are each anended to read
as follows:

(1) The board shall have the general powers and authority granted
under the laws of this state to insurance conpanies, health care

service contractors, and health nmai ntenance organi zations, |icensed or
registered to offer or provide the kinds of health coverage defined
under this title. In addition thereto, the board shall:

(a) Designate or establish the standard health questionnaire to be
used under RCW 48.41.100 and 48.43.018, including the form and content
of the standard health questionnaire and the nethod of its application
The questionnaire nust provide for an objective evaluation of an
i ndividual's health status by assigning a di screet neasure, such as a
system of point scoring to each individual. The questionnaire mnmust not
contain any questions related to pregnancy, and pregnancy shall not be
a basis for coverage by the pool. The questionnaire shall be designed
such that it is reasonably expected to identify the ((erght)) five
percent of persons who are the nobst costly to treat who are under
i ndi vidual coverage in health benefit plans, as defined in RCW
48. 43. 005, in Washington state or are covered by the pool, if applied
to all such persons;

(b) Obtain froma nenber of the American acadeny of actuaries, who
i s independent of the board, a certification that the standard health
questionnaire neets the requirenents of (a) of this subsection;

(c) Approve the standard health questionnaire and any nodifications
needed to conply with this chapter. The standard health questionnaire
shall be submtted to an actuary for certification, nodified as
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necessary, and approved at |east every eighteen nonths. The
desi gnation and approval of the standard health questionnaire by the
board shall ((net)) be subject to review and approval by the
conm ssi oner. The standard health questionnaire or any nodification
thereto shall not be used until ninety days after public notice of the
comm ssioner's approval of the questionnaire or any nodification
thereto, except that the initial standard health questionnaire approved
for use by the board after March 23, 2000, may be used imredi ately
follow ng public notice of such approval;

(d) Establish appropriate rates, rate schedul es, rate adjustnents,
expense allowances, claim reserve formulas and any other actuari al
functions appropriate to the operation of the pool. Rates shall not be
unreasonable in relation to the coverage provided, the risk experience,
and expenses of providing the coverage. Rates and rate schedul es may

be adjusted for ((appreprtate—+isk—Ffactors—sueh—as)) age ((and—area

. . I | chall I I
Hsk—faetoers)) in accordance with established actuarial underwiting

practices consistent with Wshington state individual plan rating
requi renents under RCW 48. 44. 022 and 48. 46. 064;

(e) Assess nenbers of the pool in accordance with the provisions of
this chapter, and make advance interimassessnents as may be reasonabl e
and necessary for the organizational or interim operating expenses.
Any interimassessnents will be credited as of fsets agai nst any regul ar
assessnments due followi ng the close of the year. Self-funded nmultiple
enpl oyer welfare arrangenents are subject to assessnent under this
subsection only in the event that assessnments are not preenpted by the
enpl oyee retirenent inconme security act of 1974, as anended, 29 U S. C
Sec. 1001 et seq. The arrangenents and the conm ssioner shal
initially request an advisory opinion fromthe United States departnent
of labor or obtain a declaratory ruling from a federal court on the
legality of inposing assessnents on these arrangenents before inposing
the assessnent. If there has not been a final determ nation by the
United States departnment of Jlabor or a federal court that the
assessnents are not preenpted by federal |aw, the assessnents provided
for in this subsection becone effective on March 1, 2005, or thirty
days followi ng the issuance of a certificate of authority, whichever is
| at er. During the time period between March 1, 2005, or thirty days
followng the issuance of a certificate of authority, whichever is
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|ater, and the final determ nation by the United States departnent of
| abor or a federal court, any assessnents shall be deposited in an
interest bearing escrow account naintained by the ((fseHH—funded}))
self-funded nmultiple enployer welfare arrangenent. Upon a final
determ nation that the assessnents are not preenpted by the enployee
retirenment incone security act of 1974, as anmended, 29 U.S.C. Sec. 1001
et seq., all funds in the interest bearing escrow account shall be
transferred to the board;

(f) Issue policies of health coverage in accordance with the
requi renents of this chapter;

(g) Establish procedures for the admnistration of the prem um
di scount provided under RCW 48. 41.200(3)(a)(iii);

(h) Contract with the ((Washingten—statehealthcare—-authority))
pool admnistrator for the admnistration of the prem um discounts
provi ded under RCW 48.41.200(3)(a) (i) and (ii);

(1) Set a reasonable fee to be paid to an insurance agent |icensed
in Washington state for submtting an acceptable application for
enrollment in the pool; ((anrd))

(j) Provide certification to the conm ssi oner when assessnents wl |
exceed the threshold | evel established in RCW48.41. 037,

(k) Contract with an independent certified public accountant for an
annual audit of pool operations;

(1) Conduct, at |east once every eighteen nonths, a statistically
valid survey of pool enrollees to determne their satisfaction with
coverage, rates, admi nistration, and other custoner service issues, and
report the results of the survey to the conm ssioner upon its
conpl etion; and

(m Conduct, at |east once every eighteen nonths, a statistically
valid survey of individual narket applicants who, through the use of
the standard health questionnaire, were referred to the pool by
carriers, wth the intention to discern denographic infornation
including but not limted to the current coverage status of the
surveyed applicants whether or not they enrolled in a pool plan; their
understanding of the standard health questionnaire, its clarity and
ease of use; and their opinions regarding plan choices, prem uns, and
barriers to entry into the pool. Results of the survey shall be
reported to the conm ssioner upon its conpletion.

(2) In addition thereto, the board may:
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(a) Enter into contracts as are necessary or proper to carry out
the provisions and purposes of this chapter including the authority,
with the approval of the conm ssioner, to enter into contracts wth
simlar pools of other states for the joint performance of comon
adm ni strative functions, or with persons or other organizations for
the performance of adm nistrative functions;

(b) Sue or be sued, including taking any |egal action as necessary
to avoid the paynent of inproper clains against the pool or the
coverage provided by or through the pool;

(c) Appoint appropriate |legal, actuarial, and other conmttees as
necessary to provide technical assistance in the operation of the pool,
policy, and other contract design, and any other function within the
authority of the pool; and

(d) Conduct periodic audits to assure the general accuracy of the
financial data submitted to the pool ((—anrdthebeardshall—causethe

£ e bl 3
(3) Nothing in this section shall be construed to require or
aut hori ze the adoption of rules under chapter 34.05 RCW

Sec. 9. RCW48.41.080 and 2000 ¢ 79 s 10 are each anended to read
as follows:

The board shall select an admnistrator through a conpetitive
bi ddi ng process to adm nister the pool.

(1) The board shall evaluate bids based upon criteria established
by the board, which shall include:

(a) The adm nistrator's proven ability to handl e health coverage;

(b) The efficiency of the adm nistrator's cl ai mpaying procedures;

(c) An estimate of the total charges for adm nistering the plan
and

(d) The adm nistrator's ability to adm nister the pool in a cost-
ef fecti ve manner.

(2) The admnistrator shall serve for a period of three years
subject to renoval for cause by the pool board. At |east six nonths
prior to the expiration of each three-year period of service by the
adm ni strator, the board shall invite all interested parties, including
the current admnistrator, to submt bids to serve as the adm ni strator
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for the succeeding three-year period. Selection of the adm nistrator
for this succeeding period shall be nmade at | east three nonths prior to
the end of the current three-year period.

(3) The adm nistrator shall performsuch duties as nmay be assi gned
by the board i ncl uding:

(a) Admnistering eligibility and admnistrative claim paynent
functions relating to the pool;

(b) Establishing a premium billing procedure for collection of
prem uns from covered persons. Billings shall be nmade on a periodic
basis as determ ned by the board, which shall not be nore frequent than
a nonthly billing;

(c) Performng all necessary functions to assure tinely paynent of
benefits to covered persons under the pool including:

(i) Making avail able information relating to the proper manner of
submtting a claim for benefits to the pool, and distributing forns
upon whi ch subm ssion shall be nade;

(1i1) Taking steps necessary to offer and adm ni ster managed care
benefit plans; and

(iii) EBEvaluating the eligibility of each claimfor paynent by the
pool ;

(d) Subm ssion of regular reports to the board regarding the
operation of the pool. The frequency, content, and formof the report
shall be as determ ned by the board;

(e) Follow ng the close of each accounting year, determ nation of
net paid and earned prem uns, the expense of adm nistration, and the
paid and incurred | osses for the year and reporting this information to
the board and the conmssioner on a form as prescribed by the
conm ssi oner ;__and

(f) Admnistering the premum discounts provided under RCW
48. 41. 200.

(4) The admnistrator shall be paid as provided in the contract
bet ween the board and the administrator for its expenses incurred in
the performance of its services.

Sec. 10. RCW48.41.090 and 2000 ¢ 79 s 11 are each anmended to read
as follows:

(1) Followng the close of each accounting year, the pool
adm nistrator shall determne the net premum (premuns | ess
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adm ni strative expense al | owances), t he pool expenses of
adm nistration, and incurred |osses for the year, taking into account
i nvest ment inconme and ot her appropriate gains and | osses.

(2)(a) Each nmenber's proportion of participation in the pool shal
be determ ned annually by the board based on annual statenents and
other reports deened necessary by the board and filed by the nenber
with the conmm ssioner; and shall be determned by nmultiplying the total
cost of pool operation by a fraction. The nunerator of the fraction
equals that nenber's total nunber of resident insured persons,
i ncl udi ng spouse and dependents, covered under all health plans in the
state by that nenber during the preceding calendar year. The
denom nator of the fraction equals the total nunber of resident insured
persons, including spouses and dependents, covered under all health
plans in the state by all pool nenbers during the precedi ng cal endar
year.

(b) For purposes of calculating the nunerator and the denom nat or
under (a) of this subsection((+=

), all health plans in the state by the state health care
authority include only the uniform nedical plan((—and

e I o . I i ncludi I

count as one resident insured person)).

(c) Except as provided in RCW 48.41.037, any deficit incurred by
the pool shall be recouped by assessnents anong nenbers apportioned
under this subsection pursuant to the fornmula set forth by the board
anong nenbers.

(3) The board nay abate or defer, in whole or in part, the
assessnment of a nmenber if, in the opinion of the board, paynent of the
assessnment would endanger the ability of the menber to fulfill its
contractual obligations. |If an assessnent against a nmenber is abated

or deferred in whole or in part, the anmount by which such assessnent is
abated or deferred may be assessed against the other nenbers in a
manner consistent with the basis for assessnents set forth in
subsection (2) of this section. The nenber receiving such abatenent or
defernment shall remain liable to the pool for the deficiency.

(4) If assessnents exceed actual | osses and adm nistrative expenses
of the pool, the excess shall be held at interest and used by the board
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to offset future |osses or to reduce pool premuns. As used in this
subsection, "future |osses"” includes reserves for incurred but not
reported cl ai ns.

(5 A nenber's paynent of the assessnent shall not be the basis for
an exenption or deduction fromany state taxes or fees.

Sec. 11. RCW48.41.100 and 2001 ¢ 196 s 3 are each anended to read
as follows:

(1) The following persons who are residents of this state are
eligible for pool coverage:

(a) Any person who provides evidence of a carrier's decision not to
accept himor her for enrollnment in an individual health benefit plan
as defined in RCW 48. 43. 005 based upon, and within ninety days of the
receipt of, the results of the standard heal th questi onnaire desi gnated
by the board and adm nistered by health carriers under RCW 48. 43. 018;

(b) Any person who continues to be eligible for pool coverage based
upon the results of the standard health questionnaire designated by the
board and adm ni stered by the pool adm nistrator pursuant to subsection
(3) of this section;

(c) Any person who resides in a county of the state where no
carrier or insurer eligible under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
t he pool, and who nmakes direct application to the pool; ((and))

(d) Any nedicare eligible person wupon providing evidence of
rejection for nedical reasons for any policy for which he or she has

applied, a requirenent of restrictive riders, an up-rated prem um or
a preexisting conditions limtation on a nedicare supplenental

i nsurance policy under chapter 48.66 RCW the effect of which is to
substantially reduce coverage fromthat received by a person consi dered
a standard risk by at |east one nenber within six nonths of the date of
application; _and

(e) Any person whom the United States social security
adm nistration determnes to be disabl ed.

(2) The followng persons are not eligible for coverage by the
pool :

(a) Any person having term nated coverage in the pool unless (i)
twel ve nonths have | apsed since termnation, or (ii) that person can
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show conti nuous ot her coverage which has been involuntarily term nated
for any reason other than nonpaynent of prem uns. However, these
excl usions do not apply to eligible individuals as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C. Sec. 300gg-41(b));

(b) Any person on whose behalf the pool has paid out one million
dollars in benefits;

(c) Inmates of public institutions and persons whose nedical
hospital, and prescription drug benefits are duplicated under public
prograns. However, these exclusions do not apply to eligible
individuals as defined in section 2741(b) of the federal health
i nsurance portability and accountability act of 1996 (42 U S.C. Sec.
3009g- 41(b));

(d) Any person who resides in a county of the state where any
carrier or insurer regulated under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
the pool and who does not qualify for pool coverage based upon the
results of the standard heal th questionnaire, or pursuant to subsection
(1)(d) of this section.

(3) When a carrier or insurer regulated under chapter 48.15 RCW
begins to offer an individual health benefit plan in a county where no
carrier had been offering an individual health benefit plan:

(a) If the health benefit plan offered is other than a catastrophic
health plan as defined in RCW48. 43. 005, any person enrolled in a pool
pl an pursuant to subsection (1)(c) of this section in that county shal
no longer be eligible for coverage under that plan pursuant to
subsection (1)(c) of this section, but may continue to be eligible for
pool coverage based upon the results of the standard health
gquestionnaire designated by the board and adm nistered by the pool
adm ni strator. The pool adm nistrator shall offer to adm nister the
guestionnaire to each person no longer eligible for coverage under
subsection (1)(c) of this section within thirty days of determ ning
that he or she is no |onger eligible;

(b) Losing eligibility for pool coverage under this subsection (3)
does not affect a person's eligibility for pool coverage under
subsection (1)(a), (b), or (d) of this section; and
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(c) The pool admnistrator shall provide witten notice to any
person who is no |onger eligible for coverage under a pool plan under
this subsection (3) wthin thirty days of the admnistrator's
determ nation that the person is no longer eligible. The notice shall:
(i) Indicate that coverage under the plan will cease ninety days from
the date that the notice is dated; (ii) describe any other coverage
options, either in or outside of the pool, available to the person;
(ti1) describe the procedures for the admnistration of the standard
health questionnaire to determne the person's continued eligibility
for coverage under subsection (1)(b) of this section; and (iv) describe
the enrol |l ment process for the avail abl e options outside of the pool.

Sec. 12. RCW48.41.110 and 2001 ¢ 196 s 4 are each anended to read
as follows:

(1) The pool shall offer one or nore care managenent plans of
cover age. Such plans nmay, but are not required to, include point of
service features that permt participants to receive in-network
benefits or out-of-network benefits subject to differential cost
shares. Covered persons enrolled in the pool on January 1, 2001, may
continue coverage under the pool plan in which they are enrolled on
t hat date. However, the pool nay incorporate managed care features
into such existing plans.

(2) The adm nistrator shall prepare ((a—breehure)) brochures and
other informational material outlining the benefits and excl usions of
the pool policy in plain | anguage. After approval by the board, such
((broechure)) mat eri al shal | be rmade reasonably available to
participants or potential participants.

(3) The health insurance policy issued by the pool shall pay only
reasonable amounts for nedically necessary eligible health care
services rendered or furnished for the diagnosis or treatnent of
illnesses, injuries, and conditions which are not otherwise limted or
excluded. Eligible expenses are the reasonable anmounts for the health
care services and itens for which benefits are extended under the pool
policy. Such benefits shall at mninmminclude, but not be limted to,
the follow ng services or related itens:

(a) Hospital services((—+netuding—charges—for—the—rpst—cormon
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dependency or abuse per cal endar year));

(b) Professional services including surgery for the treatnent of
injuries, illnesses, or conditions, other than dental, which are
rendered by a health care provider, or at the direction of a health
care provider, by a staff of registered or |icensed practical nurses,
or other health care providers;

(c) ((Fhre—F+rst—twenty)) Inpatient and outpatient professional
visits for the diagnosis or treatnent of ((ehre—er—+nBre)) nental or
nervous conditions or alcohol, drug, or chem cal dependency or abuse
rendered ((durhrg—a—calendar—year)) by one or nore physicians,
psychol ogi sts, or comrunity nental health professionals, or, at the
direction of a physician, by other qualified licensed health care
practitioners, in the case of nental or nervous conditions, and
rendered by a state certified chem cal dependency program approved
under chapter 70.96A RCW in the case of alcohol, drug, or chemca
dependency or abuse;

(d) Drugs and contraceptive devices requiring a prescription;

(e) Services of a skilled nursing facility, excluding custodial and
conval escent care, for not nore than one hundred days in a cal endar
year as prescribed by a physician;

(f) Services of a honme health agency;

(g) Chenotherapy, radioisotope, radiation, and nuclear nedicine
t her apy;

(h) Oxygen;

(1) Anesthesia services;

(j) Prostheses, other than dental;

(k) Durable nedical equipnent which has no personal use in the
absence of the condition for which prescribed;

(1) Diagnostic x-rays and | aboratory tests;

(m Oal surgery limted to the follow ng: Fractures of facia
bones; excisions of mandibular joints, |lesions of the nmouth, lip, or
tongue, tunors, or cysts excluding treatnment for tenporomandi bul ar
joints; incision of accessory sinuses, nouth salivary glands or ducts;
di sl ocations of the jaw, plastic reconstruction or repair of traumatic
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injuries occurring while covered under the pool; and excision of
i npacted wi sdom t eet h;

(n) Maternity care services;

(o) Services of a physical therapist and services of a speech
t her api st ;

(p) Hospice services;

(q) Professional anbulance service to the nearest health care
facility qualified to treat the illness or injury; and

(r) Oher nedical equipnment, services, or supplies required by
physician's orders and nedically necessary and consistent with the
di agnosi s, treatnent, and condition.

(4) The board shall design and enpl oy cost contai nnent neasures and
requi rements such as, but not limted to, care coordination, provider
network |imtations, preadm ssion certification, and concurrent
i npatient review which may nake the pool nore cost-effective.

(5) The pool benefit ((pet+ey)) policies my contain benefit
limtations, excepti ons, and cost shares such as copaynents,
coi nsurance, and deductibles that are consistent with group managed
care products, except that differential cost shares nay be adopted by
t he board for nonnetwork providers under point of service plans. The
pool benefit ((peley)) policies cost shares and |imtations nust be
consistent with those that are generally included in health plans

approved by the insurance conmm ssioner; however, no limtation,
exception, or reduction may be used that woul d exclude coverage for any
di sease, illness, or injury.

(6) The pool may not reject an individual for health plan coverage
based upon preexisting conditions of the individual or deny, exclude,
or otherwise |limt coverage for an individual's preexisting health
condi tions; except that it shall inpose a ((stx)) three-nonth benefit
waiting period for preexisting conditions for which nedical advice was
given, for which a health care provider recommended or provided
treatnment, or for which a prudent |ayperson woul d have sought advice or
treatnent, within six nonths before the effective date of coverage.
The preexisting condition waiting period shall not apply to prenata
care services or for the fornmula necessary for the treatnent of
phenyl ket onuri a. The pool may not avoid the requirenments of this
section through the creation of a new rate classification or the
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nodi fication of an existing rate classification. Credit against the
wai ting period shall be as provided in subsection (7) of this section.

(7)(a) Except as provided in (b) of this subsection, the pool shal
credit any preexisting condition waiting period in its plans for a
person who was enrolled at any time during the sixty-three day period
i mredi ately preceding the date of application for the new pool plan
For the person previously enrolled in a group health benefit plan, the
pool nust credit the aggregate of all periods of precedi ng coverage not
separated by nore than sixty-three days toward the waiting period of
the new health plan. For the person previously enrolled in an
i ndi vi dual health benefit plan other than a catastrophic health plan,
the pool nust credit the period of coverage the person was continuously
covered under the imredi ately preceding health plan toward the waiting
period of the new health plan. For the purposes of this subsection, a
precedi ng health plan includes an enpl oyer-provi ded self-funded heal th
pl an.

(b) The pool shall waive any preexisting condition waiting period
for a person who is an eligible individual as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C. 300gg-41(b)).

(8) If an application is nade for the pool policy as a result of
rejection by a carrier, then the date of application to the carrier
rather than to the pool, should govern for purposes of determning
preexi sting condition credit.

Sec. 13. RCW48.41.120 and 2000 ¢ 79 s 14 are each anended to read
as follows:

(1) Subject to the limtation provided in subsection (3) of this
section, a pool policy offered in accordance with RCW 48.41.110(3)
shal | inpose a deductible. Deductibles of five hundred dollars and one
thousand dollars on a per person per calendar year basis shal
initially be offered. The board may authorize deductibles in other
anounts. The deductible shall be applied to the first ((#Hve—-hundred
doH-ars—oenethousand—doHars—or—other—authorized)) anount of eligible
expenses incurred by the covered person.

(2) Subject to the limtations provided in subsection (3) of this
section, a mandatory coinsurance requirenent shall be inposed at the
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rate of twenty percent of eligible expenses in excess of the mandatory
deduct i bl e.

(3) The naxi mum aggregate out of pocket paynents for eligible
expenses by the insured in the form of deductibles and coinsurance
under a pool policy offered in accordance with RCW 48.41.110(3) shal
not exceed in a cal endar year:

(a) One thousand five hundred dollars per individual, or three
t housand dollars per famly, per calendar year for the five hundred
dol |l ar deducti bl e policy;

(b) Two thousand five hundred dollars per individual, or five
t housand dollars per famly per calendar year for the one thousand
dol Il ar deducti bl e policy; or

(c) An anount authorized by the board for any other deductible
policy.

(4) Eligible expenses incurred by a covered person in the |ast
three nonths of a cal endar year, and applied toward a deducti bl e, shal
al so be applied toward the deducti ble anount in the next cal endar year.

Sec. 14. RCW48.41.140 and 2000 ¢ 79 s 16 are each anended to read
as follows:

(1) Coverage shall provide that health insurance benefits are
applicable to children of the person in whose nane the policy is issued
i ncl udi ng adopted and newy born natural children. Coverage shall also
i ncl ude necessary care and treatnment of nedically diagnosed congenital
((defeets)) disorders and birth abnormalities. If paynent of a
specific premum is required to provide coverage for the child, the
policy may require that notification of the birth or adoption of a
child and paynent of the required prem um nust be furnished to the poo
within thirty-one days after the date of birth or adoption in order to
have the coverage continued beyond the thirty-one day period. For
purposes of this subsection, a child is deened to be adopted, and
benefits are payable, when the child is physically placed for purposes
of adoption under the laws of this state with the person in whose nane
the policy is issued; and, when the person in whose nane the policy is
i ssued assunes financial responsibility for the nedi cal expenses of the
chil d. For purposes of this subsection, "newy born" neans, and
benefits are payable, fromthe nonment of birth.
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(2) A pool policy shall provide that coverage of a dependent,
unmarried person shall term nate when the person becones nineteen years
of age: PROVIDED, That coverage of such person shall not term nate at
age nineteen while he or she is and continues to be both (a) incapable
of sel f-sustaining enploynent by reason of devel opnental disability or
physi cal handicap and (b) chiefly dependent upon the person in whose
name the policy is issued for support and mai ntenance, provided proof
of such incapacity and dependency is furnished to the pool by the
policyholder within thirty-one days of the dependent's attainnent of
age ni neteen and subsequently as nmay be required by the pool but not
nmore frequently than annually after the two-year period follow ng the
dependent's attai nment of age ni neteen.

Sec. 15. RCW 48.41.160 and 1987 c¢ 431 s 16 are each anended to
read as foll ows:

(1) A pool policy offered under this chapter shall contain
provi si ons under which the pool is obligated to renew the policy until
the day on which the individual in whose nane the policy is issued
first becones eligible for nmedicare coverage. At that tinme, coverage
of dependents shall termnate if such dependents are eligible for
coverage under a different health plan. Dependents who becone eligible
for medicare prior to the individual in whose nane the policy is
i ssued, shall receive benefits in accordance with RCW48. 41. 150.

(2) The pool may not change the rates for pool policies except on
a class basis, with a clear disclosure in the policy of the pool's
right to do so.

(3) A pool policy offered under this chapter shall provide that,
upon the death of the individual in whose nane the policy is issued,
every other individual then covered under the policy may elect, within
a period specified in the policy, to continue coverage under the sane
or a different policy.

(4) At least once a year, the pool nust provide the opportunity for

any person covered by a pool policy, other than the nedicare
suppl emental policy, to change coverage to any other pool policy, other

than the medi care suppl emental policy.

Sec. 16. RCW 48.41. 190 and 1989 ¢ 121 s 10 are each anended to
read as foll ows:
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' -)) The
pool, nenbers of the pool, board directors of the pool, officers of the
pool, enployees of the pool, the comm ssioner, the conm ssioner's
representatives, and the conm ssioner's enployees shall not be civilly
or crimnally liable and shall not have any penalty or cause of action
of any nature arise against them for any action taken or not taken,
including any discretionary decision or failure to make a discretionary
deci sion, when the action or inaction is done in good faith and in the
performance of the powers and duties under this chapter.

Sec. 17. RCW48.41.200 and 2000 ¢ 79 s 17 are each anmended to read
as follows:

(1) The pool shall determ ne the standard risk rate by cal cul ating
t he average individual standard rate charged for coverage conparable to
pool coverage by the five | argest nenbers, neasured in terns of average
i ndi vi dual market enrollnment during the previous two cal endar years,
of fering such coverages in the state. In the event five nenbers do not
of fer conparabl e coverage, the standard risk rate shall be established
using reasonable actuarial techniques and shall reflect anticipated
experience and expenses for such coverage where it is currently
available in the individual market.

(2) Subject to subsection (3) of this section, maxinmum rates for
pool coverage shall be as follows:

(a) Maximum rates for a pool indemity health plan shall be one
hundred fifty percent of the rate cal cul ated under subsection (1) of
this section;

(b) Maximum rates for a pool care nmanagenent plan shall be one
hundred twenty-five percent of the rate cal cul ated under subsection (1)
of this section; ((and))

(c) Maximumrates for a person under age sixty-five covered by the
pool nedicare supplenental policy shall be one hundred ten percent of
the rate cal cul ated under subsection (1) of this section; and
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(d) Maximumrates for a person eligible for pool coverage pursuant
to RCW48.41.100(1)(a) who was enrolled at any tine during the sixty-
three day period i mediately prior to the date of application for pool
coverage in a group health benefit plan or an individual health benefit
pl an other than a catastrophic health plan as defined in RCW48. 43. 005,
where such coverage was continuous for at |east eighteen nonths, shal
be:

(1) For a pool indemity health plan, one hundred twenty-five
percent of the rate calculated under subsection (1) of this section
and

(1i) For a pool care managenent plan, one hundred ten percent of
the rate cal cul ated under subsection (1) of this section.

(3)(a) Subject to (b) and (c) of this subsection:

(i) The rate for any person ((aged—F+Hty—to—sixty—Ffour)) whose
current gross famly incone is less than two hundred fifty-one percent
of the federal poverty |evel shall be reduced by ((thi+ty)) fifty-five
percent fromwhat it would otherw se be;

(ii) The rate for any person ((aged—Fifty—to—sixty-—four)) whose
current gross famly inconme is nore than two hundred fifty but |ess
than three hundred one percent of the federal poverty |level shall be
reduced by fifteen percent fromwhat it woul d ot herw se be;

(iii) The rate for any person who has been enrolled in the pool for
nmore than thirty-six nonths shall be reduced by five percent from what
it would otherw se be.

(b) In no event shall the rate for any person, except those
eligible for a rate reduction under (a)(i) of this subsection, be |ess
than one hundred ten percent of the rate cal cul ated under subsection
(1) of this section.

(c) Rate reductions under (a)(i) and (ii) of this subsection shal
be available only to the extent that funds are specifically
appropriated for this purpose in the omi bus appropriations act or to
the extent funds are available from remttance due under RCW
48.20.025(5)(c), 48.44.017(5)(c), or 48.46.062(5)(c).

Sec. 18. RCW 48.44.017 and 2001 c¢c 196 s 11 are each anended to
read as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.
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(a) "Clains" nmeans the cost to the health care service contractor
of health care services, as defined in RCW 48.43.005, provided to a
contract holder or paid to or on behalf of a contract holder in
accordance with the terns of a health benefit plan, as defined in RCW
48. 43. 005. This includes capitation paynents or other simlar paynents
made to providers for the purpose of paying for health care services
for an enroll ee.

(b) "Clainms reserves" neans: (i) The liability for clains which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.

(c) "Earned prem uns" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl ainms reserves.

(e) "Loss ratio" nmeans incurred clains expense as a percentage of
earned prem uns.

(f) "Reserves" neans: (i) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.
(2) A health care service contractor shall file((—Fer

Hafermational—purpeses—oenty)) a notice of its schedule of rates for

its individual contracts with the comm ssioner prior to use.

(3) A health care service contractor shall file with the notice
requi red under subsection (2) of this section supporting docunentation
of its nmethod of determining the rates charged. The conm ssioner nay
request ((enby—the+folHowng)) supporting docunentation, including but
not limted to:

(a) A description of the health care service contractor's rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncl udes the experience data, assunptions, and justifications of the
health care service contractor's projection

(c) The percentage of premum attributable in aggregate for
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noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) Acertification by ((a&)) an independent nenber of the Anmerican
acadeny of actuaries, or other person approved by the conm ssioner,
that the adjusted conmunity rate charged can be reasonably expected to
result in a loss ratio that neets or exceeds the loss ratio standard
established in subsection ((£A)) (6) of this section.

(4) ((Fhe——conmm-ssioner—nmay-hot—di-sapprove—or—othe
Pplenentation of the filed rates.

£5r)) By the last day of May each year any health care service
contractor issuing or renew ng individual health benefit plans in this
state during the precedi ng cal endar year shall file for review by the
comm ssi oner supporting docunentation of its actual loss ratio for its
i ndi vidual health benefit plans offered or renewed in this state in
aggregate for the preceding calendar year. The filing shall include
aggregate earned premuns, aggregate incurred clains, and ((a)) an
i ndependent certification by a nenber of the Anerican acadeny of
actuaries, or other person approved by the comm ssioner, that the
actual loss ratio has been calculated in accordance wth accepted
actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the conm ssioner, the filing shall be
deened approved unless prior thereto the conm ssioner contests the
cal cul ation of the actual loss ratio.

(b) I'f the comm ssioner contests the calculation of the actual | oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the health care service contractor.

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

((66))) (5) If the actual loss ratio for the preceding cal endar
year is less than the loss ratio standard established in subsection
((6H)) (B) of this section, a remttance is due and the follow ng
shal | apply:

(a) The health care service contractor shall cal cul ate a percentage
of premumto be remtted to the Washington state heal th i nsurance pool
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by subtracting the actual loss ratio for the preceding year fromthe
| oss ratio established in subsection ((£A)) (6) of this section.

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

(c) All remttances shall be aggregated and such amounts shall be
remtted to the Washington state high risk pool to be used ((as
chreeted—by—the—pool—board—of—direetors)) solely to fund the rate
di scounts provided under RCW 48. 41. 200.

(d) Any remittance required to be issued under this section shal
be issued wthin thirty days after the actual loss ratio is deened
approved under subsection ((€65))) (4)(a) of this section or the
determ nation by an adm nistrative | aw judge under subsection ((5)))
(4)(c) of this section.

((6H)) (B6) The loss ratio applicable to this section shall be
((seventy—four)) eighty-three percent mnus the premum tax rate
applicable to the health care service contractor's individual health
benefit plans under RCW 48. 14. 0201.

Sec. 19. RCW48.44.020 and 2000 ¢ 79 s 28 are each anended to read
as follows:

(1) Any health care service contractor may enter into contracts
with or for the benefit of persons or groups of persons which require
prepaynment for health care services by or for such persons in
consi deration of such health care service contractor providing one or
nore health care services to such persons and such activity shall not
be subject to the laws relating to insurance if the health care
services are rendered by the health care service contractor or by a
participating provider.

(2) The comm ssioner may on exam nation, subject to the right of
the health care service contractor to demand and receive a hearing
under chapters 48.04 and 34.05 RCW di sapprove any individual or group
contract formfor any of the follow ng grounds:

(a) If it contains or incorporates by reference any inconsistent,
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anbi guous or m sleading clauses, or exceptions and conditions which
unreasonably or deceptively affect the risk purported to be assuned in
t he general coverage of the contract; or

(b) If it has any title, heading, or other indication of its
provi sions which is m sl eading; or

(c) If purchase of health care services thereunder is being
solicited by deceptive advertising; or

(d) If it contains unreasonable restrictions on the treatnent of
patients; or

(e) If it violates any provision of this chapter; or

(f) If it fails to conform to mninmm provisions or standards
required by regulation nmade by the conmm ssioner pursuant to chapter
34.05 RCW or

(g) If any contract for health care services with any state agency,
di vi sion, subdivision, board, or commssion or wth any political
subdi vi sion, nunicipal corporation, or quasi-nunicipal corporation
fails to conply with state | awm (-

3 it I o 1 w I . o C i

))_or
(h) I'f the benefits provided therein are unreasonable in relation

to the anobunt charged for the contract.

((4»)) (3)(a) Every contract between a health care service
contractor and a participating provider of health care services shal
be in witing and shall state that in the event the health care service
contractor fails to pay for health care services as provided in the
contract, the enrolled participant shall not be liable to the provider
for sunms owed by the health care service contractor. Every such
contract shall provide that this requirenment shall survive term nation
of the contract.

(b) No participating provider, agent, trustee, or assignee nay
mai ntain any action against an enrolled participant to collect suns
owed by the health care service contractor

Sec. 20. RCW48.46.060 and 2000 ¢ 79 s 31 are each anended to read
as follows:

(1) Any health maintenance organi zati on may enter into agreenents
with or for the benefit of persons or groups of persons, which require
prepaynment for health care services by or for such persons in
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consideration of the health mai ntenance organization providing health
care services to such persons. Such activity is not subject to the
laws relating to insurance if the health care services are rendered
directly by the health nmaintenance organization or by any provider
whi ch has a contract or other arrangenent with the heal th mai ntenance
organi zation to render health services to enrolled participants.

(2) Al fornms of health maintenance agreenents issued by the
organi zation to enrolled participants or other marketing docunents
purporting to describe the organization's conprehensive health care
services shall conmply with such m ni num standards as the comm ssi oner
deens reasonabl e and necessary in order to carry out the purposes and
provisions of this chapter, and which fully inform enrolled
participants of the health care services to which they are entitled,
including any limtations or exclusions thereof, and such other rights,
responsibilities and duties required of the <contracting health
mai nt enance organi zati on.

(3) Subject to the right of the health mai ntenance organi zation to
demand and receive a hearing under chapters 48.04 and 34.05 RCW the
comm ssi oner may di sapprove an individual or group agreenment formfor
any of the follow ng grounds:

(a) If it contains or incorporates by reference any inconsistent,
anbi guous, or msleading clauses, or exceptions or conditions which
unreasonably or deceptively affect the risk purported to be assuned in
t he general coverage of the agreenent;

(b) If it has any title, heading, or other indication which is
m sl eadi ng;

(c) If purchase of health care services thereunder is being
solicited by deceptive adverti sing;

(d) If it contains unreasonable restrictions on the treatnent of
patients;

(e) If it is in any respect in violation of this chapter or if it
fails to conform to mnimm provisions or standards required by the
conm ssioner by rule under chapter 34.05 RCW or

(f) If any agreenent for health care services with any state
agency, division, subdivision, board, or commission or wth any
political subdivision, rmunicipal corporation, or quasi-mnunicipal
corporation fails to conply with state | awm (-
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(g) If the benefits provided therein are unreasonable in relation
to the anobunt charged for the agreenent.

((65))) (4) No health maintenance organization authorized under
this chapter shall cancel or fail to renew the enrollnment on any basis
of an enrolled participant or refuse to transfer an enrolled
participant from a group to an individual basis for reasons relating
solely to age, sex, race, or health status. Nothing contained herein
shal|l prevent cancellation of an agreenent with enrolled participants
(a) who violate any published policies of the organization which have
been approved by the comm ssioner, or (b) who are entitled to becone
eligible for nedicare benefits and fail to enroll for a nedicare
suppl enment plan offered by the health maintenance organization and
approved by the comm ssioner, or (c) for failure of such enrolled
participant to pay the approved charge, including cost-sharing,
requi red under such contract, or (d) for a material breach of the
heal t h mai nt enance agreenent.

((66))) (5) No agreenent formor anendnent to an approved agreenent
formshall be used unless it is first filed with the comm ssioner.

Sec. 21. RCW 48.46.062 and 2001 c¢c 196 s 12 are each anended to
read as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cains" neans the cost to the health mai ntenance organi zati on
of health care services, as defined in RCW 48.43.005, provided to an
enrollee or paid to or on behalf of the enrollee in accordance with the
terms of a health benefit plan, as defined in RCW 48. 43. 005. Thi s
includes capitation paynents or other simlar paynents nmade to
providers for the purpose of paying for health care services for an
enrol | ee.

(b) "Clainms reserves" neans: (i) The liability for clains which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.
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(c) "Earned prem uns" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
clains reserves.

(e) "Loss ratio" nmeans incurred clains expense as a percentage of
earned prem uns.

(f) "Reserves" neans: (1) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.
(2) A health maintenance organization shall file((—rHFer

Hafermational—purpoeses—oenty)) a notice of its schedule of rates for

its individual agreenents with the conm ssioner prior to use.

(3) A health maintenance organization shall file with the notice
requi red under subsection (2) of this section supporting docunentation
of its nmethod of determ ning the rates charged. The conm ssioner nay
request ((enby—the+folHowng)) supporting docunentation, including but
not limted to:

(a) A description of the health maintenance organization's rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncl udes the experience data, assunptions, and justifications of the
heal t h mai nt enance organi zation's projection,;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) Acertification by ((a&)) an independent nenber of the Anmerican
acadeny of actuaries, or other person approved by the conm ssioner,
that the adjusted conmunity rate charged can be reasonably expected to
result in a loss ratio that neets or exceeds the loss ratio standard
established in subsection ((£A)) (6) of this section.

(4) ((Fhre—cormm oner—may—hot—disapprove—orothe
- . f the filed .

£5r)) By the last day of My each year any health maintenance
organi zation issuing or renewing individual health benefit plans in
this state during the precedi ng cal endar year shall file for review by
t he comm ssi oner supporting docunentation of its actual loss ratio for
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its individual health benefit plans offered or renewed in the state in
aggregate for the preceding cal endar vyear. The filing shall include
aggregate earned prem uns, aggregate incurred clains, and a
certification by a nenber of the Anmerican acadeny of actuaries, or
ot her person approved by the conm ssioner, that the actual loss ratio
has been cal cul ated in accordance with accepted actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the conm ssioner, the filing shall be
deened approved unless prior thereto the conm ssioner contests the
cal cul ation of the actual loss ratio.

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

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

((66))) (5) If the actual loss ratio for the preceding cal endar
year is less than the loss ratio standard established in subsection
((6H)) (B) of this section, a remttance is due and the follow ng
shal | apply:

(a) The health nmaintenance organization shall calculate a
percentage of premum to be remtted to the WAshington state health
i nsurance pool by subtracting the actual loss ratio for the preceding
year fromthe loss ratio established in subsection ((£A)) (6) of this
section.

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

(c) Al remttances shall be aggregated and such amounts shall be
remtted to the Washington state high risk pool to be used ((as
ehreeted—by—the—pool—board—of—direetors)) solely to fund the rate
di scounts provided under RCW 48. 41. 200.

(d) Any remittance required to be issued under this section shal
be issued wthin thirty days after the actual loss ratio is deened
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approved under subsection ((65))) (4)(a) of this section or the
determ nation by an adm nistrative | aw judge under subsection ((5)))
(4)(c) of this section.

((6H)) (B6) The loss ratio applicable to this section shall be
((seventy—four)) eighty-three percent mnus the premum tax rate
applicable to the health nmaintenance organization's individual health
benefit plans under RCW 48. 14. 0201.

Sec. 22. RCW70.47.060 and 2004 c 192 s 3 are each anended to read
as follows:

The adm ni strator 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. All subsidized and nonsubsi di zed enrollees in
any participating managed health care system under the WAshi ngton 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
servi ces shall enphasize proven preventive and primary health care and
shall include all services necessary for prenatal, postnatal, and well -
child care. However, with respect to coverage for subsidized enroll ees
who are eligible to receive prenatal and postnatal services through the
medi cal assi stance program under chapter 74.09 RCW the adm nistrator
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
managed care provider. The schedule of services shall also include a
separate schedul e of basic health care services for children, eighteen
years of age and younger, for those subsidized or nonsubsidized
enrol | ees who choose to secure basic coverage through the plan only for
t heir dependent children. In designing and revising the schedul e of
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services, the admnistrator shall consider the guidelines for assessing
heal th services under the nmandated benefits act of 1984, RCW 48.47. 030,
and such other factors as the adm ni strator deens appropriate.

(2)(a) To design and inplenent a structure of periodic premuns due
the adm nistrator from subsidized enrollees that is based upon gross
famly inconme, giving appropriate consideration to famly size and the

ages of all famly nenbers. The enrollnment of children shall not
require the enrollnent of their parent or parents who are eligible for
the plan. The structure of periodic premuns shall be applied to

subsidized enrollees entering the plan as individuals pursuant to
subsection (11) of this section and to the share of the cost of the
plan due from subsidized enrollees entering the plan as enployees
pursuant to subsection (12) of this section.

(b) To determ ne the periodic premuns due the adm nistrator from
nonsubsi di zed enroll ees. Prem uns due from nonsubsidi zed enrollees
shall be in an ampbunt equal to the cost charged by the managed heal th
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.

(c) To determ ne the periodic premuns due the adm nistrator from
health coverage tax credit eligible enrollees. Prem uns due from
health coverage tax credit eligible enrollees nmust be in an anount
equal to the cost charged by the managed health care system provider 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. The
adm nistrator will consider the inpact of eligibility determ nation by
the appropriate federal agency designated by the Trade Act of 2002
(P.L. 107-210) as well as the premum collection and remttance
activities by the United States internal revenue service when
determ ning the adm nistrative cost charged for health coverage tax
credit eligible enrollees.

(d) An enployer or other financial sponsor may, with the prior
approval of the admnistrator, pay the premum 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. The admnistrator shall establish a mechanism for
receiving premum paynents from the United States internal revenue
service for health coverage tax credit eligible enrollees.
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(e) To develop, as an offering by every health carrier providing
coverage identical to the basic health plan, as configured on January
1, 2001, a basic health plan nodel plan with uniformty in enrollee
cost-sharing requirenents.

(3) To evaluate, with the cooperation of participating nanaged
health care system providers, the inpact on the basic health plan of
enrolling health coverage tax «credit eligible enrollees. The
adm nistrator shall issue to the appropriate commttees of the
| egislature prelimnary evaluations on June 1, 2005, and January 1,
2006, and a final evaluation by June 1, 2006. The eval uati on shal
address the nunber of persons enrolled, the duration of their
enrollment, their wutilization of covered services relative to other
basic health plan enrollees, and the extent to which their enroll nent
contributed to any change in the cost of the basic health plan.

(4) To end the participation of health coverage tax credit eligible
enrollees in the basic health plan if the federal governnent reduces or
term nates prem um paynents on their behalf through the United States
i nternal revenue service.

(5) To design and inplenment a structure of enrollee cost-sharing
due a managed health care system from subsi di zed, nonsubsi di zed, and
health coverage tax credit eligible enrollees. The structure shall
di scourage inappropriate enrollee utilization of health care services,
and may utilize copaynents, deductibles, and other cost-sharing
mechani sms, but shall not be so costly to enrollees as to constitute a
barrier to appropriate utilization of necessary health care services.

(6) Tolimt enrollnment of persons who qualify for subsidies 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 enrollnent until the
adm ni strator finds the danger no |onger exists. Such a closure does
not apply to health coverage tax credit eligible enrollees who receive
a premum subsidy fromthe United States internal revenue service as
long as the enrollees qualify for the health coverage tax credit
program

(7) To limt the paynent of subsidies to subsidized enrollees, as
defined in RCW 70.47.020. The |evel of subsidy provided to persons who
qualify nmay be based on the |owest cost plans, as defined by the
adm ni strator.
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(8) 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 RCW 70.47.080 or any act
appropriating funds for the plan.

(9) To solicit and accept applications from nmanaged health care
systens, as defined in this chapter, for inclusion as eligible basic
health care providers wunder the plan for subsidized enrollees,
nonsubsi di zed enrollees, or health coverage tax credit eligible
enrol | ees. The adm nistrator shall endeavor to assure that covered
basic health care services are available to any enrollee of the plan
fromanong a selection of two or nore participati ng managed health care
systens. In adopting any rules or procedures applicable to managed
health care systenms 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
health care resources, along wth other resources, wthin and anong the
several areas of the state. Contracts with participating nmanaged
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.

(10) To receive periodic premuns fromor on behalf of subsidized,
nonsubsi di zed, and health coverage tax credit eligible enrollees,
deposit themin the basic health plan operating account, keep records
of enrollee status, and authorize periodic paynents to managed heal th
care systens on the basis of the nunber of enrollees participating in
the respective managed heal th care systens.

(11) To accept applications from individuals residing in areas
served by the plan, on behalf of thenselves and their spouses and
dependent children, for enrollnment in the Washi ngton basic health pl an
as subsidi zed, nonsubsidized, or health coverage tax credit eligible
enrollees, to establish appropriate mninumenroll ment 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 prem uns. Funds received by a famly as part of
participation in the adoption support program authorized under RCW
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26.33. 320 and 74.13. 100 through 74.13.145 shall not be counted toward
a famly's current gross famly inconme for the purposes of this
chapter. Wen an enrollee fails to report inconme or inconme changes
accurately, the adm nistrator shall have the authority either to bill
the enrollee for the anmpbunts overpaid by the state or to i npose civi
penalties of up to two hundred percent of the anmount of subsidy
overpaid due to the enrollee incorrectly reporting incone. The
adm ni strator shall adopt rules to define the appropriate application
of these sanctions and the processes to inplenent the sanctions
provided in this subsection, within avail able resources. No subsi dy
may be paid with respect to any enrollee whose current gross famly
i ncone exceeds twice the federal poverty level or, subject to RCW
70.47.110, who is a recipient of nedical assistance or nedical care
servi ces under chapter 74.09 RCW If a nunber of enrollees drop their
enrol I ment for no apparent good cause, the adm nistrator nmay establish
appropriate rules or requirenents that are applicable to such
i ndi viduals before they will be allowed to reenroll in the plan.

(12) To accept applications from business owners on behalf of
thenmsel ves and their enployees, spouses, and dependent children, as
subsi di zed or nonsubsi di zed enrol |l ees, who reside in an area served by
the 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
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 enrollees whenever
the anmount negotiated by the admnistrator with the participating
managed health care systemor systens is nodified or the admnistrative
cost of providing the plan to such enroll ees changes.

(13) To determne the rate to be paid to each participati ng managed
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
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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 adm nistrator
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.

(14) To nonitor the provision of covered services to enrollees by
participating managed health care systens in order to assure enrollee
access to good quality basic health care, to require periodic data
reports concerning the utilization of health care services rendered to
enrollees in order to provide adequate information for evaluation, and
to i nspect the books and records of participating managed health care
systens to assure conpliance with the purposes of this chapter. I n
requiring reports from participating nmanaged health care systens,
i ncludi ng data on services rendered enrol |l ees, the adm ni strator shal
endeavor to mnimze costs, both to the managed health care systens and
to the plan. The adm nistrator shall coordinate any such reporting
requirenents wth other state agencies, such as the insurance
comm ssioner and the departnent of health, to mnimze duplication of
effort.

(15) To evaluate the effects this chapter has on private enpl oyer-
based health care coverage and to take appropriate neasures consi stent
with state and federal statutes that will discourage the reduction of
such coverage in the state.

(16) To devel op a program of proven preventive health neasures and
to integrate it into the plan wherever possible and consistent wth
this chapter.

(17) To provide, consistent wth avail able funding, assistance for
rural residents, underserved popul ati ons, and persons of color.

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

(19 i i I . "  ded I

41 3} (a) (i W h g hi
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NEW SECTION. Sec. 23. This act takes effect January 1, 2006.

~-- END ---
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