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ENGROSSED SECOND SUBSTI TUTE SENATE BI LL 5958

AS AMENDED BY THE HOUSE
Passed Legislature - 2007 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Senate Commttee on Ways & Means (originally sponsored by
Senators Keiser, Parlette, Marr and Kohl-Wel | es)

READ FI RST TI ME 03/ 05/ 07.

AN ACT Relating to innovative primary health care delivery;
amendi ng RCW 48. 44. 010; and adding a new chapter to Title 48 RCW

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

NEW SECTION. Sec. 1. It is the public policy of Washington to
pronote access to nedical care for all citizens and to encourage
i nnovative arrangenents between patients and providers that will help
provide all citizens with a nedical hone.

Washi ngton needs a nul ti pronged approach to provi de adequate health
care to many citizens who | ack adequate access to it. D rect patient-
provi der practices, in which patients enter into a direct relationship
with nedical practitioners and pay a fixed amount directly to the
health care provider for primary care services, represent an
i nnovative, affordable option which could inprove access to nedica
care, reduce the nunber of people who now | ack such access, and cut
down on energency roomuse for primary care purposes, thereby freeing
up energency roomfacilities to treat true energencies.

Sec. 2. RCW 48. 44. 010 and 1990 ¢ 120 s 1 are each anended to read
as foll ows:

p. 1 E2SSB 5958. SL
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For the purposes of this chapter:

(1) "Health care services" neans and includes nedical, suragical
dental, chiropractic, hospital, optonetric, podiatric, pharnmaceutical,
anbul ance, custodial, nental health, and other therapeutic services.

(2) "Provider" neans any health professional, hospital, or other
institution, organization, or person that furnishes health care
services and is licensed to furnish such services.

(3) "Health <care service contractor” means any corporation,
cooperative group, or association, which is sponsored by or otherw se
intimately connected with a provider or group of providers, who or
whi ch not otherw se being engaged in the insurance business, accepts
prepaynent for health care services fromor for the benefit of persons
or groups of persons as consideration for providing such persons with
any health care services. "Health care service contractor" does not
include direct patient-provider primary care practices as defined in
section 3 of this act.

(4) "Participating provider" means a provider, who or which has
contracted in witing wth a health care service contractor to accept
paynment from and to |look solely to such contractor according to the
terms of the subscriber contract for any health care services rendered
to a person who has previously paid, or on whose behalf prepaynent has
been made, to such contractor for such services.

(5) "Enrolled participant” neans a person or group of persons who
have entered into a contractual arrangenment or on whose behalf a
contractual arrangenent has been entered into with a health care
service contractor to receive health care services.

(6) "Conm ssioner"” neans the insurance comm ssioner.

(7) "Uncovered expenditures" neans the costs to the health care
service contractor for health care services that are the obligation of
the health care service contractor for which an enrolled participant
would also be liable in the event of the health care service
contractor's insolvency and for which no alternative arrangenents have
been made as provided herein. The term does not include expenditures
for covered services when a provider has agreed not to bill the
enrol |l ed participant even though the provider is not paid by the health
care service contractor, or for services that are guaranteed, insured
or assuned by a person or organization other than the health care
servi ce contractor

E2SSB 5958. SL p. 2
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(8) "Copaynent" neans an anmount specified in a group or individual
contract which is an obligation of an enrolled participant for a
specific service which is not fully prepaid.

(9) "Deductible” means the anmpbunt an enrolled participant is
responsible to pay before the health care service contractor begins to
pay the costs associated with treatnent.

(10) "Goup contract" nmeans a contract for health care services
which by its terns |imts eligibility to nenbers of a specific group.
The group contract may include coverage for dependents.

(11) "Individual <contract”™ neans a contract for health care
services issued to and covering an individual. An individual contract
may i ncl ude dependents.

(12) "Carrier" neans a heal th mai ntenance organi zati on, an insurer,
a health care service contractor, or other entity responsible for the
paynment of benefits or provision of services under a group or
i ndi vi dual contract.

(13) "Replacenent coverage" neans the benefits provided by a
succeedi ng carrier.

(14) "Insolvent" or "insolvency" neans that the organization has
been decl ared insolvent and is placed under an order of |iquidation by
a court of conpetent jurisdiction.

(15) "Fully subordinated debt" neans those debts that neet the
requi renents of RCW48.44.037(3) and are recorded as equity.

(16) "Net worth" means the excess of total admtted assets as
defined in RCW 48.12.010 over total liabilities but the liabilities
shal |l not include fully subordinated debt.

NEW SECTION. Sec. 3. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Direct patient-provider primary care practice" and "direct
practice" neans a provider, group, or entity that neets the follow ng
criteriain (a), (b), (c), and (d) of this subsection:

(a)(i) A health care provider who furnishes primary care services
t hrough a direct agreenent;

(i) A group of health care providers who furnish primary care
services through a direct agreenent; or

(ti1) An entity that sponsors, enploys, or is otherwise affiliated
with a group of health care providers who furnish only primary care

p. 3 E2SSB 5958. SL
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services through a direct agreenent, which entity is wholly owned by
the group of health care providers or is a nonprofit corporation exenpt
fromtaxation under section 501(c)(3) of the internal revenue code, and
is not otherwi se regulated as a health care service contractor, health
mai nt enance organi zation, or disability insurer under Title 48 RCW
Such entity is not prohibited from sponsoring, enploying, or being
otherwse affiliated with other types of health care providers not
engaged in a direct practice;

(b) Enters into direct agreenents with direct patients or parents
or legal guardians of direct patients;

(c) Does not accept paynent for health care services provided to
direct patients from any entity subject to regulation under Title 48
RCW pl ans adm ni stered under chapter 41.05, 70.47, or 70.47A RCW or
sel f-insured plans; and

(d) Does not provide, in consideration for the direct fee,
services, procedures, or supplies such as prescription drugs,
hospitalization costs, mmjor surgery, dialysis, high |evel radiology
(CT, MR, PET scans or invasive radiology), rehabilitation services,
procedures requiring general anest hesi a, or simlar advanced
procedures, services, or supplies.

(2) "Direct patient" means a person who is party to a direct
agreenent and is entitled to receive primary care services under the
direct agreenent fromthe direct practice.

(3) "Direct fee" neans a fee charged by a direct practice as
consideration for being available to provide and providing primary care
services as specified in a direct agreenent.

(4) "Direct agreenent” neans a witten agreenent entered into
between a direct practice and an individual direct patient, or the
parent or |egal guardian of the direct patient or a famly of direct
patients, whereby the direct practice charges a direct fee as
consideration for being available to provide and providing primary care
services to the individual direct patient. A direct agreenent nust (a)
describe the specific health care services the direct practice wll
provide; and (b) be termnable at wll upon witten notice by the
direct patient.

(5) "Health care provider" or "provider" nmeans a person regul ated
under Title 18 RCWor chapter 70.127 RCWto practice health or health-

E2SSB 5958. SL p. 4
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rel ated services or otherw se practicing health care services in this
state consistent with state | aw

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

(7) "Primary care" neans routine health care services, including
screeni ng, assessnent, diagnosis, and treatnent for the purpose of
pronoti on of health, and detection and nanagenent of di sease or injury.

(8) "Network" nmeans the group of participating providers and
facilities providing health care services to a particular health
carrier's health plan or to plans adm nistered under chapter 41.05
70.47, or 70.47A RCW

NEW SECTION.  Sec. 4. Except as provided in section 7 of this act,
no direct practice shall decline to accept any person solely on account
of race, religion, national origin, the presence of any sensory,
mental , or physical disability, education, econom c status, or sexual
orientation.

NEW SECTION. Sec. 5. (1) A direct practice nust charge a direct
fee on a nonthly basis. The fee nust represent the total anount due
for all primary care services specified in the direct agreenent and may
be paid by the direct patient or on his or her behalf by others.

(2) A direct practice nust:

(a) Mintain appropriate accounts and provide data regarding
paynents made and services received to direct patients upon request;
and

(b) Either:

(1) Bill patients at the end of each nonthly period; or

(i) If the patient pays the nonthly fee in advance, pronptly
refund to the direct patient all unearned direct fees foll ow ng receipt
of witten notice of termnation of the direct agreenment from the
direct patient. The anmount of the direct fee considered earned shal
be a proration of the nonthly fee as of the date the notice of
termnation is received.

(3) If the patient chooses to pay nore than one nonthly direct fee
i n advance, the funds nust be held in a trust account and paid to the
direct practice as earned at the end of each nonth. Any unear ned
direct fees held in trust following receipt of termnation of the

p. 5 E2SSB 5958. SL
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di rect agreenent shall be pronptly refunded to the direct patient. The
anmount of the direct fee earned shall be a proration of the nonthly fee
for the then current nonth as of the date the notice of termnation is
recei ved.

(4) The direct fee schedule applying to an existing direct patient
may not be increased over the annual negotiated anount nore frequently
than annually. A direct practice shall provide advance notice to
existing patients of any change within the fee schedule applying to
those existing direct patients. A direct practice shall provide at
| east sixty days' advance notice of any change in the fee.

(5 A direct practice must designate a contact person to receive
and address any patient conplaints.

(6) Direct fees for conparable services within a direct practice
shall not vary frompatient to patient based on health status or sex.

NEW SECTION. Sec. 6. (1) Direct practices may not:

(a) Enter into a participating provider contract as defined in RCW
48.44.010 or 48.46.020 with any carrier or wth any carrier's
contractor or subcontractor, or plans adm nistered under chapter 41.05,
70.47, or 70.47A RCW to provide health care services through a direct
agreenent except as set forth in subsection (2) of this section;

(b) Submt a claim for paynent to any carrier or any carrier's
contractor or subcontractor, or plans adm nistered under chapter 41.05,
70.47, or 70.47A RCW for health care services provided to direct
patients as covered by their agreenent;

(c) Wth respect to services provided through a direct agreenent,
be identified by a carrier or any carrier's contractor or
subcontractor, or plans adm nistered under chapter 41.05, 70.47, or
70.47A RCW as a participant in the carrier's or any carrier's
contractor or subcontractor network for purposes of determ ning network
adequacy or being available for selection by an enrollee under a
carrier's benefit plan; or

(d) Pay for health care services covered by a direct agreenent
rendered to direct patients by providers other than the providers in
the direct practice or their enployees, except as described in
subsection (2)(b) of this section.

(2) Direct practices and providers may:

E2SSB 5958. SL p. 6
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(a) Enter into a participating provider contract as defined by RCW
48.44.010 and 48.46.020 or plans adm nistered under chapter 41.05,
70.47, or 70.47A RCW for purposes other than paynent of clains for
services provided to direct patients through a direct agreenent. Such
providers shall be subject to all other provisions of the participating
provi der contract applicable to participating providers including but
not limted to the right to:

(1) Make referrals to other participating providers;

(i) Admt the carrier's nmenbers to participating hospitals and
other health care facilities;

(ii1) Prescribe prescription drugs; and

(tv) Inplenment other customary provisions of the contract not
dealing with rei nbursenent of services;

(b) Pay for charges associated with the provision of routine |ab
and imaging services provided in connection with wellness physica

exam nations. |In aggregate such paynents per year per direct patient
are not to exceed fifteen percent of the total annual direct fee
charged that direct patient. Exceptions to this |[imtation nay occur

in the event of short-termequipnment failure if such failure prevents
the provision of care that should not be del ayed; and

(c) Charge an additional fee to direct patients for supplies,
nmedi cations, and specific vaccines provided to direct patients that are
specifically excluded under the agreenent, provided the direct practice
notifies the direct patient of the additional charge, prior to their
adm ni stration or delivery.

NEW SECTION. Sec. 7. (1) Direct practices may not decline to
accept new direct patients or discontinue care to existing patients
sol ely because of the patient's health status. A direct practice may
decline to accept a patient if the practice has reached its maxi num
capacity, or if the patient's nedical condition is such that the
provider is unable to provide the appropriate | evel and type of health
care services in the direct practice. So long as the direct practice
provi des the patient notice and opportunity to obtain care from anot her
physician, the direct practice may discontinue care for direct patients
if: (a) The patient fails to pay the direct fee under the terns
required by the direct agreenent; (b) the patient has perforned an act
that constitutes fraud; (c) the patient repeatedly fails to conply with

p. 7 E2SSB 5958. SL



D 01~ W DN PP

10
11

12
13
14
15

16
17
18
19
20

21
22

23
24
25
26
27
28
29
30
31
32

the recommended treatnent plan; (d) the patient is abusive and presents
an enotional or physical danger to the staff or other patients of the
direct practice; or (e) the direct practice discontinues operation as
a direct practice.

(2) Direct practices may accept paynent of direct fees directly or
indirectly fromnonenployer third parties.

NEW SECTION. Sec. 8. Direct practices, as defined in section 3 of
this act, who conmply with this chapter are not insurers under RCW
48.01. 050, health carriers under chapter 48.43 RCW health care service
contractors under chapt er 48.44 RCW or health  mai nt enance
organi zati ons under chapter 48.46 RCW

NEW SECTION. Sec. 9. A person shall not nmake, publish, or
di ssem nate any false, deceptive, or msleading representation or
advertising in the conduct of the business of a direct practice, or
relative to the business of a direct practice.

NEW SECTION. Sec. 10. A person shall not rmake, 1issue, or
circul at e, or cause to be nmade, i ssued, or circul ated, a
m srepresentation of the terns of any direct agreenent, or the benefits
or advantages prom sed thereby, or use the nane or title of any direct
agreenent m srepresenting the nature thereof.

NEW SECTION. Sec. 11. Violations of this chapter constitute
unpr of essi onal conduct enforceabl e under RCW 18. 130. 180.

NEW SECTION. Sec. 12. (1) Direct practices nust submt annual
statenments, beginning on Cctober 1, 2007, to the office of insurance
comm ssi oner specifying the nunber of providers in each practice, tota
nunber of patients being served, the average direct fee being charged,
provi ders' nanes, and the business address for each direct practice.
The form and content for the annual statenent nust be developed in a
manner prescribed by the comm ssioner.

(2) A health care provider may not act as, or hold hinself or
herself out to be, a direct practice in this state, nor may a direct
agreenent be entered into with a direct patient in this state, unless

E2SSB 5958. SL p. 8
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the provider submts the annual statenment in subsection (1) of this
section to the comm ssioner.

(3) The conm ssioner shall report annually to the legislature on
direct practices including, but not limted to, participation trends,
conpl ai nts recei ved, voluntary data reported by the direct practices,
and any necessary nodifications to this chapter. The initial report
shal | be due Decenber 1, 20009.

NEW SECTION. Sec. 13. (1) A direct agreenent nust include the
follow ng disclainmer: "This agreenent does not provide conprehensive
heal th i nsurance coverage. It provides only the health care services
specifically described.” The direct agreenment may not be sold to a
group and may not be entered with a group of subscribers. It nust be
an agreenent between a direct practice and an individual direct
patient. Nothing prohibits the presentation of marketing materials to
groups of potential subscribers or their representatives.

(2) A conprehensive disclosure statenent shall be distributed to
all direct patients with their participation forns. Such discl osure
must inform the direct patients of their financial rights and
responsibilities to the direct practice as provided for in this
chapter, encourage that direct patients obtain and maintain insurance
for services not provided by the direct practice, and state that the
direct practice will not bill a carrier for services covered under the
di rect agreenent. The disclosure statenent shall include contact
information for the office of the insurance conm ssi oner.

NEW SECTI ON.  Sec. 14. By Decenber 1, 2012, the comm ssioner shal
submt a study of direct care practices to the appropriate conmttees
of the senate and house of representatives. The study shall include an
anal ysis of the extent to which direct care practices:

(1) Inprove or reduce access to primary health care services by
recipients of nedicare and nedicaid, individuals wth private health
i nsurance, and the uninsured;

(2) Provide adequate protection for consunmers from practice
bankruptcy, practice decisions to drop participants, or health
condi tions not covered by direct care practices;

(3) Increase premumcosts for individuals who have health coverage
t hrough traditional health insurance;

p. 9 E2SSB 5958. SL
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(4) Have an inpact on a health carrier's ability to neet network
adequacy standards set by the conm ssioner or state health purchasing
agenci es; and

(5) Cover a population that is different fromindividuals covered
t hrough traditional health insurance.

The study shall also exam ne the extent to which individuals and
famlies participating in a direct care practice nmaintain health
coverage for health conditions not covered by the direct care practice.
The comm ssioner shall recomend to the |egislature whether the
statutory authority for direct care practices to operate should be
continued, nodified, or repeal ed.

NEW SECTION. Sec. 15. Sections 1 and 3 through 14 of this act
constitute a new chapter in Title 48 RCW

Passed by the Senate April 17, 2007.

Passed by the House April 12, 2007.

Approved by the Governor May 2, 2007.

Filed in Ofice of Secretary of State May 3, 2007.
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