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SUBSTI TUTE HOUSE BI LL 2573

AS AMENDED BY THE SENATE
Passed Legislature - 2006 Regul ar Session
State of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on

By House Commttee on Health Care (originally sponsored by
Representatives Mrrell, Wallace, dibborn, Cody, Flannigan, Sinpson,
Green, O nsby, Springer, Kilnmer, Meller, Kagi and Conway; by request
of Governor G egoire)

READ FI RST TI ME 01/ 31/ 06.

AN ACT Relating to health information technol ogy; anmending RCW
41. 05. 021 and 41.05.075; and creating new sections.

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

NEW SECTION. Sec. 1. (1) The legislature recognizes that
i nprovenents in the quality of health care |lead to better health care
outcones for the residents of WAshington state and contain health care
costs. The inprovenents are facilitated by the adoption of electronic
medi cal records and other health information technol ogies.

(2) It is the intent of the legislature to encourage all hospitals,
integrated delivery systens, and providers in the state of Wshi ngton
to adopt health information technol ogies by the year 2012.

Sec. 2. RCWA41.05.021 and 2005 ¢ 446 s 1 are each anended to read
as follows:
(1) The Washington state health care authority is created within

the executive branch. The authority shall have an adm nistrator
appointed by the governor, wth the consent of the senate. The
adm nistrator shall serve at the pleasure of the governor. The

adm ni strator may enploy up to seven staff nenbers, who shall be exenpt

p. 1 SHB 2573. SL
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from chapter 41.06 RCW and any additional staff nenbers as are
necessary to adm nister this chapter. The adm nistrator nmay del egate
any power or duty vested in him or her by this chapter, including
authority to make final decisions and enter final orders in hearings
conduct ed under chapter 34.05 RCW The primary duties of the authority
shall be to: Adm ni ster state enployees' insurance benefits and
retired or disabled school enployees' insurance benefits; adm nister
the basic health plan pursuant to chapter 70.47 RCW study state-
purchased health care prograns in order to maxim ze cost containnment in
these prograns while ensuring access to quality health care; and
i npl enment state initiatives, j oi nt purchasing strategies, and
techni ques for efficient adm nistration that have potential application
to all state-purchased health services. The authority's duties
i nclude, but are not limted to, the foll ow ng:

(a) To admi nister health care benefit progranms for enployees and
retired or disabled school enployees as specifically authorized in RCW
41.05.065 and in accordance wth the nethods described in RCW
41. 05. 075, 41.05.140, and other provisions of this chapter;

(b) To anal yze state-purchased health care prograns and to explore
options for <cost containment and delivery alternatives for those
prograns that are consistent with the purposes of those prograns,
i ncluding, but not limted to:

(i) Creation of economc incentives for the persons for whom the
state purchases health care to appropriately wutilize and purchase
health care services, including the devel opnent of flexible benefit
plans to offset increases in individual financial responsibility;

(i) Uilization of provider arrangenents that encourage cost
containnment, including but not limted to prepaid delivery systens,
utilization review, and prospective paynent nethods, and that ensure
access to quality care, including assuring reasonable access to | ocal
providers, especially for enployees residing in rural areas;

(ii1) Coordination of state agency efforts to purchase drugs
effectively as provided in RCW 70. 14. 050;

(iv) Developnent of recomendations and nethods for purchasing
medi cal equi pnent and supporting services on a vol une di scount basis;

(v) Devel opnent of data systens to obtain utilization data from
st at e- purchased health care prograns in order to identify cost centers,

SHB 2573. SL p. 2
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utilization patterns, provider and hospital practice patterns, and
procedure costs, utilizing the information obtained pursuant to RCW
41. 05. 031; and

(vi) In collaboration with other state agencies that adm nister
state purchased health care prograns, private health care purchasers,
health care facilities, providers, and carriers((y)) .

(A) Use evidence-based nedicine principles to develop common
performance neasures and inplenent financial incentives in contracts
with insuring entities, health care facilities, and providers that:

((Ar)) (1) Reward inprovenents in health outconmes for individuals
with chronic diseases, increased utilization of appropriate preventive
heal th services, and reductions in nmedical errors; and

((6By)) (11) Increase, through appropriate incentives to insuring
entities, health care facilities, and providers, the adoption and use
of information technology that contributes to i nproved heal th outcones,
better coordination of care, and decreased nedical errors;

(B) Through state health purchasing, reinbursenent, or pilot
strategies, pronote and increase the adoption of health information
technol ogy systens, including electronic nedical records, by hospitals
as defined in RCW 70.41.020(4), integrated delivery systens, and
providers that:

(1) Facilitate diagnosis or treatnent;

(1'1) Reduce unnecessary duplication of nedical tests;

(I'1'1) Pronpote efficient electronic physician order entry:;

(I'V) Increase access to health information for consuners and their
provi ders; and

(V) Inprove health outcones;

(C) Coordinate a strategy for the adoption of health infornmation
technol ogy systens using the final health information technol ogy report
and recomendati ons devel oped under chapter 261, Laws of 2005.

(c) To anal yze areas of public and private health care interaction;

(d) To provide information and technical and admnistrative
assi stance to the board;

(e) To review and approve or deny applications from counties,
muni ci palities, and other political subdivisions of the state to
provi de state-sponsored insurance or self-insurance prograns to their
enpl oyees in accordance with the provisions of RCW41.04. 205, setting

p. 3 SHB 2573. SL



© 00 N O Ol WDN P

W WNNNNMNNNMNNMNNNNRRRRRRERLERPRPR
P O © 0 N UM WNEROOOO-NOOOUDAWRINIERO

32
33
34
35
36
37

the premum contribution for approved groups as outlined in RCW
41. 05. 050;

(f) To establish billing procedures and collect funds from school
districts ((and educational service districts under RCW 28A 400.400))
in away that mnimzes the admnistrative burden on districts;

(g) To publish and distribute to nonparticipating school districts
and educational service districts by OCctober 1st of each year a
description of health care benefit plans available through the
authority and the estimated cost if school districts and educationa
service district enployees were enrolled; ((anrd))

(h) To apply for, receive, and accept grants, gifts, and other
paynents, including property and service, from any governnental or
other public or private entity or person, and make arrangenents as to
the use of these receipts to inplenent initiatives and strateqgies
devel oped under this section; and

(i) To promul gate and adopt rules consistent with this chapter as
described in RCW41. 05. 160.

(2) On and after January 1, 1996, the public enployees' benefits
board may inplenent strategies to pronote nanaged conpetition anong
enpl oyee health benefit plans. Strategies may include but are not
limted to:

(a) Standardizing the benefit package;

(b) Soliciting conpetitive bids for the benefit package;

(c) Limting the state's contribution to a percent of the | owest
priced qualified plan within a geographi cal area,;

(d) Monitoring the inpact of the approach under this subsection
with regards to: Efficiencies in health service delivery, cost shifts
to subscribers, access to and choi ce of managed care pl ans statew de,
and quality of health services. The health care authority shall also
advi se on the value of adm nistering a benchmark enpl oyer-nmanaged pl an
to pronote conpetition anong nanaged care pl ans.

Sec. 3. RCW41.05.075 and 2005 ¢ 446 s 2 are each anended to read
as follows:

(1) The adm nistrator shall provide benefit plans designed by the
board through a contract or contracts with insuring entities, through
sel f-fundi ng, self-insurance, or other nethods of providing insurance
coverage authorized by RCW 41. 05. 140.

SHB 2573. SL p. 4
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(2) The adm nistrator shall establish a contract bidding process
t hat :

(a) Encourages conpetition anong insuring entities;

(b) Miintains an equitable relationship between prem uns charged
for simlar benefits and between risk pools including premuns charged
for retired state and school district enpl oyees under the separate risk
pool s established by RCW 41.05.022 and 41.05.080 such that insuring
entities may not avoid risk when establishing the premum rates for
retirees eligible for nmedicare;

(c) Istinmely to the state budgetary process; and

(d) Sets conditions for awarding contracts to any insuring entity.

(3) The admi nistrator shall establish a requirenment for review of
utilization and financial data fromparticipating insuring entities on
a quarterly basis.

(4) The adm nistrator shall centralize the enrollnment files for all
enpl oyee and retired or disabled school enployee health plans offered
under chapter 41.05 RCW and devel op enrol | ment denographics on a pl an-
speci fi c basis.

(5) Al claims data shall be the property of the state. The
adm nistrator may require of any insuring entity that submts a bid to

contract for coverage all information deened necessary i ncl uding:
(a) Subscriber or nmenber denographic and clains data necessary for
ri sk assessnent and adjustnent calculations in order to fulfill the

admnistrator's duties as set forth in this chapter; and

(b) Subscri ber or nenber denographic and clains data necessary to
i npl enment performance neasures or financial incentives related to
per formance under subsection (7) of this section.

(6) Al contracts with insuring entities for the provision of
health care benefits shall provide that the beneficiaries of such
benefit plans may use on an equal participation basis the services of
practitioners |licensed pursuant to chapters 18.22, 18.25, 18.32, 18.53,
18.57, 18.71, 18.74, 18.83, and 18.79 RCW as it applies to registered
nurses and advanced regi stered nurse practitioners. However, nothing
in this subsection may preclude the adm nistrator from establishing
appropriate utilization controls approved pursuant to RCW41. 05. 065(2)
(a), (b), and (d).

(7) The admnistrator shall, in collaboration with other state

p. 5 SHB 2573. SL
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agencies that adm ni ster state purchased health care progranms, private
health care purchasers, health <care facilities, providers, and
carriers((+))

(a) Use evidence-based nedicine principles to develop common
performance neasures and inplenent financial incentives in contracts
with insuring entities, health care facilities, and providers that:

(((8))) (i) Reward inprovenents in health outconmes for individuals
with chronic diseases, increased utilization of appropriate preventive
heal th services, and reductions in nmedical errors; and

((&pb)y)) (ii) Increase, through appropriate incentives to insuring
entities, health care facilities, and providers, the adoption and use
of information technology that contributes to i nproved heal th outcones,
better coordination of care, and decreased nedical errors;

(b) Through state health purchasing, reinbursenent, or pilot
strategies, pronote and increase the adoption of health information
technol ogy systens, including electronic nedical records, by hospitals
as defined in RCW 70.41.020(4), integrated delivery systens, and
providers that:

(i) Facilitate diagnosis or treatnent;

(ii) Reduce unnecessary duplication of nedical tests;

(iii) Pronpote efficient electronic physician order entry:;

(iv) Increase access to health information for consuners and their
provi ders; and

(v) Inprove health outcones;

(c) Coordinate a strategy for the adoption of health information
technol ogy systens using the final health information technol ogy report

and recommendati ons devel oped under chapter 261, Laws of 2005.

NEW SECTION. Sec. 4. (1) The departnent of corrections shall
create a denonstration project wth one county jail system one city
jail systemin the sanme county as the county jail system and one state
prison to denonstrate an integrated electronic health records systemto
facilitate and expedite the transfer of inmate health information
bet ween state and | ocal correctional facilities.

(a) The denonstration project shall at a mninmum be partially
operational prior to Septenber 1, 2006.

(b) The denonstration project data shall be available to the
| egi sl ature by Decenber 31, 2006.

SHB 2573. SL p. 6
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(c) If specific funding is not provided for this subsection, the
departnent is not required to conplete the denonstration project.

(2) The departnent of corrections, in consultation with the
Washi ngton state health care authority, the Washi ngton associ ati on of
sheriffs and police chiefs, the Wshington association of county
officials, the Wshington state association of counties, and the
associ ation of Washington cities shall prepare a recommendation to the
2007 legislature on howto inplenent a statewi de integrated el ectronic
health records systemto facilitate and expedite the transfer of inmate
health information between state and |ocal correctional facilities.
The recomendation shall include data from simlar denonstration
projects, the cost necessary to inplenent the statew de program
anticipated savings created to state and |ocal governnents, the
benefits of such a system any relevant data from other states that
have i npl emented sim|l ar statew de prograns, and whether any statutory
changes are necessary to inplenent a statewide system The
recommendati ons shall be presented to the | egislature by Decenber 31
2006.

Passed by the House March 4, 2006.

Passed by the Senate March 3, 2006.

Approved by the Governor March 17, 2006.

Filed in Ofice of Secretary of State March 17, 2006.
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