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ENGROSSED SECOND SUBSTI TUTE HOUSE BI LL 1569

AS AMVENDED BY THE SENATE

Passed Legislature - 2007 Regul ar Session

State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session
By House Conmttee on Appropriations (originally sponsored by
Representatives Cody, Canpbell, Morrell, Linville, Meller, Geen,

Seaqui st , Conway, Di ckerson, Appl et on, Mclntire, Me Coy, Kagi ,
Peder sen, Kenney, Lantz, Santos, Wod and O nsby)

READ FI RST TI ME 03/ 05/ 07.

AN ACT Relating to inproving health insurance coverage by
establishing a health insurance partnership for the purchase of snal
enpl oyer health 1insurance coverage, evaluating the inclusion of
addi ti onal health insurance markets in the health insurance
partnership, and studying the inpact of health insurance mandates;
amendi ng RCW70. 47A. 010, 70.47A. 020, 70.47A. 030, 70.47A. 040, 48.21. 045,
48. 44. 023, 48.46.066, 70.47A.050, 70.47A 060, and 70.47A. 080; adding
new sections to chapter 70.47A RCW creating new sections; repealing
2006 ¢ 255 s 10 (uncodified); providing an effective date; and
decl ari ng an energency.

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

Sec. 1. RCW70.47A.010 and 2006 ¢ 255 s 1 are each anmended to read
as follows:

(1) The legislature finds that many small enployers struggle with
the cost of providing enployer-sponsored health i nsurance coverage to
their enployees, while others are unable to offer enployer-sponsored
health insurance due to its high cost. Lowwage workers al so struggle
with the burden of paying their share  of the costs of

p. 1 E2SHB 1569. SL
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enpl oyer -sponsored health insurance, while others turn down their
enpl oyer's offer of coverage due to its costs.

(2) The legislature intends, through establishnment of a ((swaH-
erploeyer)) health insurance partnership program to renpbve economc
barriers to health insurance coverage for | ow wage enpl oyees of smal
enpl oyers by building on the private sector health benefit plan system
and encour agi ng enpl oyer and enpl oyee partici pation in
enpl oyer - sponsored health benefit plan coverage.

Sec. 2. RCW70.47A.020 and 2006 ¢ 255 s 2 are each anended to read
as follows:

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

(1) "Adm nistrator” neans the adm ni strator of the Washington state
health care authority, established under chapter 41.05 RCW

(2) "Board" neans the health insurance partnership board
established in section 4 of this act.

(3) "Eligible ((enpleyee)) partnership participant" means an
i ndi vi dual who:

(a) Is aresident of the state of Washi ngton;

(b) Has famly incone ((ftess—than)) that does not exceed two
hundred percent of the federal poverty level, as determ ned annually by
the federal departnent of health and human services; and

(c) Is enployed by a participating small enployer or is a forner
enployee of a participating small enployer who chooses to continue
receiving coverage through the partnership followng separation from
enpl oynent .

((3))) (4) "Health benefit plan" has the sane neani ng as defi ned

in RCW 48.43.005 ((er—any—plan—provided—by—a—self-—funded—muttiple

(((4)—"Progranmt)) (5) "Participating small enployer" means a snal |

enpl oyer that enploys at |east one eligible partnership participant and
has entered into an agreenent with the partnership for the partnership
to offer and admnister the snmall enployer's group health benefit plan,
as defined in federal law, Sec. 706 of ERISA (29 U S.C. Sec. 1167), for
enrollees in the plan.

E2SHB 1569. SL p. 2
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(6) "Partnership" neans the ((srall—enployer)) health insurance
partnership ((pregran)) established in RCW70.47A. 030.

((65))) (7) "Partnership participant” neans an enployee of a
participating small enployer, or a forner enployee of a participating
smal |l enpl oyer who chooses to continue receiving coverage through the
partnership follow ng separation from enpl oynent.

(8) "Small enployer"™ has the sane neaning as defined in RCW
48. 43. 005.

((66))) (9) "Subsidy"™ or "premum subsidy" neans paynent or
rei nbursenent to an eligible ((erpleyee)) partnership participant
toward the purchase of a health benefit plan, and nay include a net
billing arrangenent wth insurance carriers or a prospective or
retrospective paynent for health benefit plan prem uns.

*Sec. 3. RCW70.47A. 030 and 2006 ¢ 255 s 3 are each amended to read
as foll ows:
(1) To the extent funding is appropriated in the operating budget

for this purpose, the ((swel—enpleyer)) health insurance partnership
((program ) is established. The adm nistrator shall be responsible for

the inplenentation and operation of the ((swlH—enrployer)) health
i nsurance partnership ((pregrar), directly or Dby contract. The
adm ni strator shall offer prem um subsidies to eligible ((erployees))
partnership participants under RCW 70. 47A. 040.

(2) Consistent with policies adopted by the board under section 4
of this act, the admnistrator shall, directly or by contract:

(a) Establish and admnister procedures for enrolling small
enployers in the partnership, including publicizing the existence of
the partnership and dissemnating information on enrollnent, and
establishing rules related to mninum participation of enployees in
small groups purchasing health insurance through the partnership.
Qoportunities to publicize the program for outreach and education of
small enployers on the value of insurance shall explore the use of
online enployer qguides. As a condition of participating in the
partnership, a small enployer nust agree to establish a cafeteria plan
under section 125 of the federal internal revenue code that will enable
enployees to use pretax dollars to pay their share of their health
benefit plan prem um The partnership shall provide technical
assistance to small enployers for this purpose;

p. 3 E2SHB 1569. SL
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(b) Establish and adm nister procedures for health benefit plan
enrollnment by enployees of small enployers during open enroll nent
periods and outside of open enrollnent periods upon the occurrence of
any qualifying event specified in the federal health insurance
portability and accountability act of 1996 or applicable state |aw
Neither the enployer nor the partnership shall |limt an enployee's
choice of coverage fromanong all the health benefit plans offered:

(c) Establish and manage a system for the partnership to be
designated as the sponsor or administrator of a participating snal
enpl oyer health benefit plan and to undertake the obligations required
of a plan adm nistrator under federal |aw,

(d) Establish and nmanage a systemof collecting and transmtting to
the applicable carriers all prem um paynents or contributions nade by
or on_ behalf of partnership participants, including enployer
contributions, automatic payr ol | deducti ons for partnership
participants, prem um subsidy paynents, and contributions from
phi | ant hr opi es;

(e) Establish and nanage a systemfor determning eligibility for
and nmeking prem um subsidy paynents under this act;

(f) Establish a nechanism to apply a surcharge to all health
benefit plans, which shall be used only to pay for admnistrative and
operational expenses of the partnership. The surcharge nust be applied
uniformy to all health benefit plans offered through the partnership
and nust be included in the premum for each health benefit plan.
Surcharges nmay not be used to pay any prem um assi stance paynents under
this chapter

(g) Design a schedule of prem um subsidies that is based upon gross
famly incone, giving appropriate consideration to famly size and the
ages of all famly nenbers based on a benchmark health benefit plan
designated by the board. The ampunt of an eligible partnership
participant's prem um subsidy shall be determ ned by applying a sliding
scal e subsidy schedule with the percentage of premumsimlar to that
devel oped for subsidized basic health plan enrollees under RCW
70.47. 060. The subsidy shall be applied to the enployee's prem um
obligation for his or her health benefit plan, so that enployees
benefit financially fromany enployer contribution to the cost of their
coverage through the partnership. Enployees shall not be eligible for
prem um assi stance if they have immediately transitioned from enpl oyer-

E2SHB 1569. SL p. 4
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sponsored insurance, until they have fulfilled a six-nonth waiting
period. During that tinme, the enployee nay participate in the program
but not receive state-sponsored prem um assi stance.

(3) The adm nistrator may enter into interdepartnental agreenents
with the office of the insurance conm ssioner, the departnent of social
and health services, and any other state agencies necessary to
inplenent this chapter.

*Sec. 3 was vetoed. See nmessage at end of chapter.

NEW SECTION. Sec. 4. A new section is added to chapter 70.47A RCW
to read as foll ows:

(1) The health insurance partnership board is hereby established.
The governor shall appoint a seven-nenber health insurance partnership
board by June 30, 2007. The board shall be conposed of persons with
expertise in the health insurance market and benefit design, and be
chaired by the adm nistrator

(2) The governor shall appoint the initial nmenbers of the board to

staggered terns not to exceed four years. |Initial appointnents shal
be made on or before June 1, 2007. Menbers appointed thereafter shal
serve two-year terns. Menbers of the board shall be conpensated in

accordance with RCW43.03. 250 and shall be reinbursed for their travel
expenses while on official business in accordance with RCW 43.03. 050
and 43.03.060. The board shall prescribe rules for the conduct of its
busi ness. Meetings of the board shall be at the call of the chair.

(3) The board may establish technical advisory commttees or seek
the advice of technical experts when necessary to execute the powers
and duties included in this section.

(4) The board and enpl oyees of the board 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,
i ncluding 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. Nothing in
this section prohibits | egal actions against the board to enforce the
board's statutory or contractual duties or obligations.

NEW SECTION. Sec. 5. A new section is added to chapter 70.47A RCW
to read as foll ows:
(1) The health insurance partnership board shall:

p. 5 E2SHB 1569. SL
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(a) Develop policies for enrollnment of small enployers in the
partnership, including mninmm participation rules for small enployer
gr oups. The small enployer shall determne the criteria for
eligibility and enrollnment in his or her plan and the terns and anounts
of the enployer's contributions to that plan, consistent wth any
m ni mum enpl oyer prem um contribution |evel established by the board
under (d) of this subsection;

(b) Designate health benefit plans that are currently offered in
the small group market that will qualify for prem um subsidy paynents.
At least four health benefit plans shall be chosen, with nmultiple
deducti ble and point-of-service cost-sharing options. The health
benefit plans shall range from catastrophic to conprehensive coverage,
and one health benefit plan shall be a high deductible health plan.
Every effort shall be nade to include health benefit plans that include
conponents to maximze the quality of care provided and result in
i nproved heal th outcones, such as preventive care, wellness incentives,
chroni c care nmanagenent services, and provi der network devel opnent and
paynment policies related to quality of care;

(c) Approve a md-range benefit plan fromthose selected to be used
as a benchmark plan for cal cul ati ng prem um subsi di es;

(d) Determ ne whether there should be a mninmum enpl oyer prem um
contribution on behalf of enployees, and if so, how much;

(e) Determ ne appropriate health benefit plan rating nethodol ogi es.
The met hodol ogi es shall be based on the snmall group adjusted community
rate as defined in Title 48 RCW The board shall evaluate the inpact
of applying the small group conmmunity rating wth the partnership
principle of allowing each enployee to choose their health benefit
pl an, and consider options to reduce uncertainty for carriers and
provide for efficient risk managenent of high-cost enrollees through
ri sk adjustnment, reinsurance, or other nechani sns;

(f) Conduct analyses and provide recommendati ons as requested by
the |l egislature and the governor, with the assistance of staff fromthe
health care authority and the office of the insurance comm ssioner.

(2) The board may authorize one or nore |[imted health care service
plans for dental care services to be offered by limted health care
service contractors under RCW 48.44.035. However, such plan shall not
qualify for subsidy paynents.

E2SHB 1569. SL p. 6
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(3) In fulfilling the requirenents of this section, the board shal
consult with small enployers, the office of the insurance conm ssioner,
menbers in good standing of the American acadeny of actuaries, health
carriers, agents and brokers, and enpl oyees of small business.

Sec. 6. RCW70.47A.040 and 2006 ¢ 255 s 4 are each anended to read
as follows:

(()) Beginning ((3sby—3—200¥%)) Septenber 1, 2008, the
adm nistrator shall accept applications from eligible ((enployees))
partnership participants, on behalf of thenselves, their spouses, and
their dependent children, to receive prem um subsidies through the
((swall—erployer)) health insurance partnership ((proegram).

(( Dr am N i a

\/
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Sec. 7. RCW48.21.045 and 2004 c 244 s 1 are each anended to read
as follows:

(1)(a) An insurer offering any health benefit plan to a small
enpl oyer, either directly or through an associati on or nenber-governed
group fornmed specifically for the purpose of purchasing health care,
may offer and actively market to the small enployer a health benefit
plan featuring a limted schedule of covered health care services.
Not hing in this subsection shall preclude an insurer fromoffering, or
a small enpl oyer from purchasing, other health benefit plans that may
have nore conprehensive benefits than those included in the product
of fered under this subsection. An insurer offering a health benefit
pl an under this subsection shall clearly disclose all covered benefits
to the small enployer in a brochure filed wth the conm ssioner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirenents of RCWA48. 21. 130, 48.21.140, 48.21.141, 48.21.142,
48. 21. 144, 48. 21. 146, 48. 21. 160 t hr ough 48. 21. 197, 48. 21. 200,
48.21. 220, 48.21.225, 48.21.230, 48.21.235, 48.21.240, 48.21.244,
48.21. 250, 48.21.300, 48.21.310, or 48.21.320.

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

E2SHB 1569. SL p. 8
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(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

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

(1) Geographic area;

(11) Famly size;

(ri1) Age; and

(1v) Wellness activities.

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

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

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

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

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

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

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

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

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

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

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar

p. 9 E2SHB 1569. SL
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coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei nbursenent schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted comunity rates established under this section shal
pool the nedical experience of all small groups purchasing coverage,
including the small group participants in the health insurance
partnership established in RCW 70.47A 030. However, annual rate
adj ustnents for each small group health benefit plan may vary by up to
pl us or m nus four percentage points fromthe overall adjustnment of a
carrier's entire small group pool, such overall adjustnent to be
approved by the comm ssioner, upon a showing by the carrier, certified
by a nmenber of the Anerican acadeny of actuaries that: (i) The
variation is a result of deductible |everage, benefit design, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's small group pool.
Vari ations of greater than four percentage points are subject to review
by the comm ssioner, and nust be approved or denied within sixty days
of submttal. A variation that is not denied within sixty days shal
be deened approved. The comm ssioner nust provide to the carrier a
detailed actuarial justification for any denial within thirty days of
t he deni al

(4) Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

(5)(a) Except as provided in this subsection, requirenents used by
an insurer in determning whether to provide coverage to a snall
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier

(b) An insurer shall not require a mninmum participation |eve
greater than:

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

E2SHB 1569. SL p. 10
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(1i) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

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

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

(6) An insurer nust offer coverage to all eligible enployees of a
smal | enployer and their dependents. An insurer nmay not offer coverage
to only certain individuals or dependents in a small enployer group or
to only part of the group. An insurer may not nodify a health plan
wWith respect to a snmall enployer or any eligible enployee or dependent,
through riders, endorsenents or otherwise, to restrict or exclude
coverage or benefits for specific diseases, nedical conditions, or
servi ces otherw se covered by the plan.

(7) As wused in this section, "health benefit plan,” "small
enpl oyer," "adjusted community rate,"” and "wellness activities" nean
the sane as defined in RCW 48. 43. 005.

Sec. 8. RCW48.44.023 and 2004 c 244 s 7 are each anended to read
as follows:

(1)(a) A health care services contractor offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group forned specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal | enployer a health benefit plan featuring a limted schedul e of
covered health care services. Nothing in this subsection shal
preclude a contractor from offering, or a small enployer from
pur chasi ng, other health benefit plans that may have nore conprehensive
benefits than those included in the product offered under this
subsecti on. A contractor offering a health benefit plan under this
subsection shall clearly disclose all covered benefits to the snal
enpl oyer in a brochure filed with the conm ssi oner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a

p. 11 E2SHB 1569. SL
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physi cian |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirenents of RCW48. 44. 225, 48. 44. 240, 48. 44. 245, 48. 44. 290,
48. 44. 300, 48.44.310, 48.44.320, 48.44.325, 48.44.330, 48.44.335,
48. 44. 340, 48.44.344, 48.44.360, 48.44.400, 48.44.440, 48.44.450, and
48. 44. 460.

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

(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

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

(1) Geographic area;

(11) Famly size;

(1i1) Age; and

(tv) Wellness activities.

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

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

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

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

(f) The rate charged for a health benefit plan offered under this

E2SHB 1569. SL p. 12
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section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

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

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

(1i1) Changes to the health benefit plan requested by the snal
enpl oyer; or

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

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

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei nbursenent schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted community rates established under this section shal

pool the nedical experience of all groups purchasing coverage,
including the small group participants in the health insurance
partnership established in RCW 70.47A.030. However, annual rate

adj ustnments for each small group health benefit plan may vary by up to
pl us or m nus four percentage points fromthe overall adjustnent of a
carrier's entire small group pool, such overall adjustnent to be
approved by the comm ssioner, upon a showing by the carrier, certified
by a nmenber of the Anmerican acadeny of actuaries that: (i) The
variation is a result of deductible |everage, benefit design, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's small group pool.
Vari ations of greater than four percentage points are subject to review
by the comm ssioner, and nust be approved or denied within sixty days
of submttal. A variation that is not denied within sixty days shal

be deened approved. The comm ssioner nust provide to the carrier a
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detailed actuarial justification for any denial within thirty days of
t he deni al

(4) Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

(5)(a) Except as provided in this subsection, requirenents used by
a contractor in determning whether to provide coverage to a snal
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier.

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

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

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

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

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

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

Sec. 9. RCW48.46.066 and 2004 c 244 s 9 are each anended to read
as follows:

(1)(a) A health naintenance organization offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group forned specifically for the
pur pose of purchasing health care, may offer and actively market to the

E2SHB 1569. SL p. 14
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smal | enployer a health benefit plan featuring a limted schedul e of
covered health care services. Nothing in this subsection shal
preclude a health maintenance organi zation from offering, or a small
enpl oyer from purchasing, other health benefit plans that nmay have nore
conpr ehensi ve benefits than those included in the product offered under
this subsection. A health mai ntenance organi zation offering a health
benefit plan under this subsection shall clearly disclose all the
covered benefits to the small enployer in a brochure filed wth the
conm ssi oner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirements of RCW 48. 46. 275, 48. 46. 280, 48. 46. 285, 48. 46. 290,
48. 46. 350, 48.46.355, 48.46.375, 48.46.440, 48.46.480, 48.46.510,
48. 46. 520, and 48. 46. 530.

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

(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

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

(1) Geographic area;

(1i) Famly size;

(ri1) Age; and

(1v) Wellness activities.

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

(c) The health nmaintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for

p. 15 E2SHB 1569. SL
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coverage for which nedicare is the primary payer and coverage for which
nmedi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection (3).

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

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

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

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

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

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

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

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

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei nbursenent schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted community rates established under this section shal

pool the nedical experience of all groups purchasing coverage,
including the small group participants in the health insurance
partnership established in RCW 70.47A.030. However, annual rate

adj ustnents for each small group health benefit plan may vary by up to
pl us or m nus four percentage points fromthe overall adjustnent of a
carrier's entire small group pool, such overall adjustnent to be

E2SHB 1569. SL p. 16
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approved by the comm ssioner, upon a showing by the carrier, certified
by a nmenber of the Anmerican acadeny of actuaries that: (i) The
variation is a result of deductible |everage, benefit design, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's small group pool.
Vari ations of greater than four percentage points are subject to review
by the comm ssioner, and nust be approved or denied within sixty days
of submttal. A variation that is not denied within sixty days shal
be deened approved. The comm ssioner nust provide to the carrier a
detailed actuarial justification for any denial within thirty days of
t he deni al

(4) Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

(5)(a) Except as provided in this subsection, requirenents used by
a health maintenance organi zation in determning whether to provide
coverage to a small enployer shall be applied uniformy anong all snal
enpl oyers appl ying for coverage or receiving coverage fromthe carrier.

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

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

(i1) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

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

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

(6) A health maintenance organization nust offer coverage to all
el igible enpl oyees of a snall enployer and their dependents. A health
mai nt enance organization nmay not offer coverage to only certain
i ndi viduals or dependents in a small enployer group or to only part of
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the group. A health maintenance organization may not nodify a health
plan with respect to a small enployer or any eligible enployee or
dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

NEW SECTION. Sec. 10. On or before Decenber 1, 2008, the health
i nsurance partnership board shall submt a prelimnary report to the
governor and the legislature that includes an inplenentation plan to
incorporate the individual and small group health insurance markets
into the partnership program |In preparing the report, the board shal
exam ne at |east the follow ng issues:

(1) The inpact of these markets being incorporated into the
partnership, wth respect to the utilization of services and cost of
heal th plans offered through the partnership;

(2) The inpact of applying small group health benefit plan
regul ations on access to health services and the cost of coverage for
t hese markets; and

(3) How the conposition of the board should be nodified to refl ect
the incorporation of the individual and small group markets in the
part ner shi p.

NEW SECTION. Sec. 11. On or before Septenber 1, 2009, the health
i nsurance partnership board shall submt a report and recommendati ons
to the governor and the | egislature regarding:

(1) The risks and benefits of additional markets participating in
t he partnership:

(a) The report shall exam ne the follow ng nmarkets:

(i) Washington state health insurance pool under chapter 48.41 RCW

(1i) Basic health plan under chapter 70.47 RCW

(ti1) Public enployees' benefits board enrollees under chapter
41. 05 RCW

(1v) Public school enployees; and

(v) Any final recommendations for the individual and small group
mar kets, relevant to the study outlined in section 10 of this act; and

(b) The report shall examne at |east the follow ng issues:

(i) The inpact of these markets participating in the partnership,

E2SHB 1569. SL p. 18
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with respect to the utilization of services and cost of health plans
of fered through the partnership;

(1i) Wether any distinction should be nmade in participation
between active and retired enployees enrolled in public enployees'
benefits board plans, giving consideration to the inplicit subsidy that
nonmedi care-eligible retirees currently benefit from by being pool ed
with active enployees, and how nedicare-eligible retirees would be
af f ect ed;

(tit) The inpact of applying small group health benefit plan
regul ations on access to health services and the cost of coverage for
t hese markets; and

(iv) If the board recommends the inclusion of additional markets,
how the conposition of the board should be nodified to reflect the
participation of these markets; and

(2) The risks and benefits of establishing a requirenent that
residents of the state of Washi ngton age ei ghteen and over obtain and
mai ntain affordable creditable coverage, as defined in the federal
heal th insurance portability and accountability act of 1996 (42 U.S.C.
Sec. 300gg(c)). The report shall address the question of how a
requi rement that residents maintain coverage could be enforced in the
state of Washi ngt on.

Sec. 12. RCW 70.47A.050 and 2006 c 255 s 5 are each anended to
read as foll ows:

Enrollment in the ((sraH—enploeyer)) health insurance partnership
((pregram ) 1s not an entitlenent and shall not result in expenditures
that exceed the anmount that has been appropriated for the programin
t he operating budget. If it appears that continued enrollnent wll
result in expenditures exceeding the appropriated level for a
particul ar fiscal year, the adm nistrator may freeze new enrol |l nent in
the program and establish a waiting list of eligible enployees who
shal | receive subsidies only when sufficient funds are avail abl e.

Sec. 13. RCW 70.47A.060 and 2006 c¢c 255 s 6 are each anended to
read as fol |l ows:
The admnistrator shall adopt all rules necessary for the

i npl enentati on and operation of the ((smralH—enployer)) health insurance
partnership ((pregram). As part of the rul e devel opnent process, the
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adm nistrator shall consult with small enployers, carriers, enployee
organi zations, and the office of the insurance conm ssioner under Title
483 RCWto determ ne an effective and efficient nethod for the paynent
of subsidies under this chapter. All rules shall be adopted in
accordance with chapter 34.05 RCW

Sec. 14. RCW 70.47A. 080 and 2006 c¢c 255 s 8 are each anended to
read as foll ows:

The ((swaH—enployer)) health insurance partnership ((pregran))

account is hereby established in the custody of the state treasurer

Any nongeneral fund--state funds collected for the ((swalH—enployer))
health insurance partnership ((pregran)) shall be deposited in the

((small—ermployer)) health insurance partnership ((pregrar)) account.
Moneys in the account shall be used exclusively for the purposes of
adm nistering the ((swall—enploeyer)) health insurance partnership
((pregram ), including paynents to ((partietpatingranaged—healthcare

systens)) insurance carriers on behalf of ((sraH—erpltoyer)) health
i nsurance partnership enrollees. Only the adm nistrator of the health

care authority or his or her designee may authorize expenditures from
t he account. The account is subject to allotnment procedures under
chapter 43.88 RCW but an appropriation is not required for
expendi t ur es.

NEW SECTION. Sec. 15. (1) The office of the insurance
commi ssioner shall contract for an independent study of health benefit
mandates, rating requirenents, and insurance statutes and rules to
determne the inpact on premuns and individuals' health if those
statutes or rules were anended or repeal ed.

(2) The office of the insurance conm ssioner shall submt an
interim report to the governor and appropriate conmttees of the
| egi sl ature by Decenber 1, 2007, and a final report by Decenber 1,
2008.

NEW SECTION. Sec. 16. 2006 c¢ 255 s 10 (uncodified) is repeal ed.

*NEW SECTION. Sec. 17. Sections 1 through 6 of this act are
necessary for the imedi ate preservation of the public peace, health,
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or safety, or support of the state government and its existing public
institutions, and take effect July 1, 2007.

*Sec. 17 was vetoed. See nmessage at end of chapter.

NEW SECTION. Sec. 18. If specific funding for the purposes of the
foll owi ng sections of this act, referencing the section of this act by
bill or chapter nunber and section nunber, is not provided by June 30,
2007, in the ommi bus appropriations act, the section is null and void:

(1) Section 5 (health insurance partnership board);

(2) Section 15 (office of insurance conm ssioner independent
st udy).

Passed by the House April 16, 2007.

Passed by the Senate April 12, 2007.

Approved by the Governor My 2, 2007, with the exception of
certain itens that were vetoed.

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

Note: Governor's explanation of partial veto is as follows:

"I am returning, wthout ny approval as to Sections 3 and 17,
Engrossed Second Substitute House Bill 1569 entitl ed:

"AN ACT Relating to inproving health insurance coverage by
establishing a health insurance partnership for the purchase of smal
enpl oyer health insurance coverage, evaluating the inclusion of
addi t i onal health insurance markets in the health insurance
partnership, and studying the inpact of health insurance nmandates."

This bill creates the Washington Health Insurance Partnership (WHP)
an innovative approach to providing affordable health care in this
state. By conbining public and private resources, and creating a
mechani smto organi ze and i nprove access to the insurance market, WHP
will offer choice and assistance to small business enployees seeking
coverage for thenselves and their famlies, and | welcone it.

Section 3 of the bill, which sets forth many of the operational
details of the WHP program is virtually identical to Section 58 of
Engrossed Second Substitute Senate Bill 5930. However, it adds the
requirenent that eligible enployees who transition from enployer-
sponsored insurance to the WHP program wait six nonths before
receiving a subsidy. This requirenent could unintentionally delay
assistance to soneone at the very point they nost need it -- when
they have lost their job and are attenpting to retain health benefits
provi ded t hrough the WHP.

Section 17 of the bill is an energency clause, and would allow
certain sections of the bill to beconme effective on July 1. The
energency clause is not essential to the proper and tinely
i npl enentation of the bill.

For these reasons, | have vetoed Sections 3 and 17 of Engrossed
Second Substitute House Bill 1569.

Wth the exception of Sections 3 and 17, Engrossed Second Substitute
House Bill 1569 is approved.”
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