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SENATE BI LL 5957

Passed Legislature - 2005 Regul ar Session
State of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on
By Senators Fairley, Benton and Brown

Read first tine 02/16/2005. Referred to Commttee on Financial
I nstitutions, Housing & Consuner Protection.

AN ACT Relating to escrow accounts required of self-funded nmultiple
enpl oyer wel fare arrangenents; anmendi ng RCW 48. 14. 0201 and 48. 41. 060;
and decl aring an energency.

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

Sec. 1. RCW 48.14.0201 and 2004 c¢c 260 s 24 are each anended to
read as foll ows:

(1) As used in this section, "taxpayer" neans a health nai ntenance
organi zation as defined in RCW 48.46.020, a health care service
contractor as defined in RCW 48.44.010, or a self-funded multiple
enpl oyer wel fare arrangenent as defined in RCW48. 125. 010.

(2) Each taxpayer shall pay a tax on or before the first day of
March of each year to the state treasurer through the insurance
comm ssioner's office. The tax shall be equal to the total amount of
all prem uns and prepaynents for health care services received by the
t axpayer during the preceding cal endar year nmultiplied by the rate of
two percent.

(3) Taxpayers shall prepay their tax obligations wunder this
section. The m ni num anount of the prepaynents shall be percentages of
the taxpayer's tax obligation for the preceding calendar year
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reconputed using the rate in effect for the current year. For the
prepaynment of taxes due during the first calendar year, the m ninum
anount of the prepaynents shall be percentages of the taxpayer's tax
obligation that would have been due had the tax been in effect during
the previous cal endar year. The tax prepaynents shall be paid to the
state treasurer through the comm ssioner's office by the due dates and
in the foll ow ng anounts:

(a) On or before June 15, forty-five percent;

(b) On or before Septenber 15, twenty-five percent;

(c) On or before Decenmber 15, twenty-five percent.

(4) For good cause denonstrated in witing, the conmm ssioner nay
approve an amount smaller than the preceding calendar year's tax
obligation as reconputed for calculating the health mintenance
organi zation's, health care service contractor's, self-funded nmultiple
enpl oyer welfare arrangenent's, or certified health plan's prepaynent
obligations for the current tax year.

(5) Moneys coll ected under this section shall be deposited in the
general fund through March 31, 1996, and in the health services account
under RCW 43.72.900 after March 31, 1996.

(6) The taxes inposed in this section do not apply to:

(a) Amounts received by any taxpayer fromthe United States or any
instrunentality thereof as prepaynents for health care services
provided under Title XVIII (nedicare) of the federal social security
act .

(b) Anmounts received by any health care service contractor, as
defined in RCW 48.44.010, as prepaynents for health care services
included within the definition of practice of dentistry under RCW
18. 32. 020.

(c) Participant contributions to self-funded nultiple enployer
wel fare arrangenents that are not taxable in this state.

(7) Beginning January 1, 2000, the state does hereby preenpt the
field of inposing excise or privilege taxes upon taxpayers and no
county, city, town, or other nunicipal subdivision shall have the right
to i npose any such taxes upon such taxpayers. This subsection shall be
limted to premuns and paynments for health benefit plans offered by
health care service contractors under chapter 48.44 RCW health
mai nt enance organi zati ons under chapter 48.46 RCW and self-funded
multiple enployer welfare arrangenents as defined in RCW 48.125. 010.
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The preenption authorized by this subsection shall not inpair the
ability of a county, city, town, or other municipal subdivision to
i npose excise or privilege taxes upon the health care services directly
del ivered by the enployees of a health maintenance organi zati on under
chapter 48.46 RCW

(8)(a) The taxes inposed by this section apply to a self-funded
mul tiple enployer welfare arrangenent only in the event that they are
not preenpted by the enployee retirenment inconme security act of 1974,
as anended, 29 U S. C Sec. 1001 et seq. The arrangenents and the
comm ssioner shall initially request an advisory opinion from the
United States departnent of |abor or obtain a declaratory ruling from
a federal court on the legality of inposing state prem um taxes on
t hese arrangenents. Once the legality of the taxes has been
determ ned, the nultiple enployer welfare arrangenent certified by the
i nsurance conmm ssioner nust begin paynent of these taxes.

(b) If there has not been a final determnation ((by—the—United

arfangerent)) of the legality of these taxes, then beginning on the

earlier of (i) the date the fourth nultiple enployer welfare
arrangenent has been certified by the insurance conm ssioner, or (ii)
April 1, 2006, the arrangenent shall deposit the taxes inposed by this
section into an interest bearing escrow account maintained by the
arrangenent . Upon a final determnation that the taxes are not
preenpted by the enployee retirenent inconme 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 state treasurer.

Sec. 2. RCW48.41.060 and 2004 c 260 s 26 are each anmended to read
as foll ows:
(1) The board shall have the general powers and authority granted
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under the laws of this state to insurance conpanies, health care

service contractors, and health mai 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 eight percent of
persons who are the nobst costly to treat who are under i ndividual
coverage in health benefit plans, as defined in RCW 48.43.005, in
Washi ngton 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
necessary, and approved at |east every eighteen nonths. The
desi gnation and approval of the standard health questionnaire by the
board shall not be subject to review and approval by the conm ssioner.
The standard health questionnaire or any nodification thereto shall not
be used until ninety days after public notice of the approval of the
questionnaire or any nodification thereto, except that the initial
standard heal th questionnaire approved for use by the board after March
23, 2000, may be used immediately following public notice of such
approval ;

(d) Establish appropriate rates, rate schedul es, rate adjustnents,
expense allowances, claim reserve fornmulas 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 appropriate risk factors such as age and area vari ati on
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in claim costs and shall take into consideration appropriate risk
factors in accordance with established actuarial underwiting practices
consistent with Washington state individual plan rating requirenents
under RCW 48. 44. 022 and 48. 46. 064,

(e) (i) Assess nenbers of the pool in accordance with the provisions
of this chapter, and nmake advance interim assessnents 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 assessnents due followi ng the close of the year.

(ii) Self-funded nultiple enpl oyer wel fare arrangenents are subj ect
to assessnment under this subsection only in the event that assessnents
are not preenpted by the enployee retirenent incone security act of
1974, as anended, 29 U S.C. Sec. 1001 et seq. The arrangenents and the
comm ssioner shall initially request an advisory opinion from the
United States departnent of |abor or obtain a declaratory ruling from
a federal court on the legality of 1inposing assessnents on these
arrangenents before inposing the assessnent. Once the legality of the
assessnments has been determined, the nultiple enployer welfare
arrangenent certified by the insurance comm ssioner nust begin paynent
of these assessnents.

(iii) If there has not been a final determ nation ((bythebUnrited
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enployer—welfare—arrangerent)) of the leqgality of these assessnents,

then beginning on the earlier of (A the date the fourth nultiple
enployer welfare arrangenent has been certified by the insurance
conmm ssioner, or (B) April 1, 2006, the arrangenent shall deposit the
assessnents inposed by this subsection into an interest bearing escrow
account mmintained by the arrangenent. Upon a final determnation that
the assessnents are not preenpted by the enployee retirenent incone
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security act of 1974, as anended, 29 U S. C Sec. 1001 et seq., al
funds in the interest bearing escrow account shall be transferred to
t he 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 Washington state health care authority for
the admnistration of +the premum discounts provided 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
enroll nment in the pool; and

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

(2) In addition thereto, the board may:

(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 comm 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
t he 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 submtted to the pool, and the board shall cause the
pool to have an annual audit of its operations by an independent
certified public accountant.

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

NEW SECTION. Sec. 3. This act is necessary for the immediate
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preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

Passed by the Senate March 9, 2005.

Passed by the House March 9, 2005.

Approved by the Governor March 15, 2005.

Filed in Ofice of Secretary of State March 15, 2005.
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