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SECOND SUBSTI TUTE SENATE BI LL 5346

AS AMENDED BY THE HOUSE
Passed Legi slature - 2009 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2009 Regul ar Session

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

READ FI RST TI ME 02/ 26/ 09.

AN ACT Relating to establishing streamined and uniform
adm nistrative procedures for payors and providers of health care
servi ces; anmendi ng RCW70.47.130; adding a new section to chapter 70.14
RCW addi ng a new section to chapter 18.122 RCW adding a new chapter
to Title 48 RCW and creating a new secti on.

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

NEW SECTION. Sec. 1. The legislature finds that:

(1) The health care systemin the nation and in WAshington state
costs nearly twice as nmuch per capita as other industrialized nations.

(2) The fragnmentation and variation in admnistrative processes
prevalent in our health care system contribute to the high cost of
health <care, putting it increasingly beyond the reach of small
busi nesses and i ndi vi dual s i n Washi ngt on.

(3) In 2006, the legislature's blue ribbon comm ssion on health
care costs and access requested the office of +the insurance
comm ssioner to conduct a study of admnistrative costs and
recommendations to reduce those costs. Findings in the report
i ncl uded:

p. 1 2SSB 5346. SL



© 00 N O Ol WDN P

NNNNNNRRRPRRRRRRR R
g » W NP OO 0o ~NO U A WDN P O

26
27
28
29
30
31
32
33
34
35
36
37

(a) I'n Washington state approximately thirty cents of every dollar
received by hospitals and doctors' offices is consuned by the
adm ni strative expenses of public and private payors and the providers;

(b) Before the doctors and hospitals receive the funds for
delivering the care, approximtely fourteen percent of the insurance
prem um has al ready been consuned by payor adm nistration. The payor's
portion of expense totals approxinmately four hundred fifty dollars per
i nsurance nenber per year in WAshington state;

(c) Over thirteen percent of every dollar received by a physician's
office is devoted to interactions between the provi der and payor;

(d) Between 1997 and 2005, billing and insurance rel ated costs for
hospital s in Washi ngton grew at an average pace of ni neteen percent per
year; and

(e) The greatest opportunity for I nproved efficiency and
adm ni strative cost reduction in our health care system would involve
standardi zi ng and stream ining activities between providers and payors.

(4) To address these inefficiencies, constrain health care
inflation, and nake health care nore affordabl e for WAshi ngt oni ans, the
| egi sl ature seeks to establish stream i ned and uniform procedures for
payors and providers of health care services in the state. It is the
intent of the legislature to foster a continuous quality inprovenent
cycle to sinplify health care admnistration. This process should
involve |eadership in the health care industry and health care
purchasers, with regulatory oversight fromthe office of the insurance
conm ssi oner.

NEW_ SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Conmm ssioner" neans the insurance conm ssioner as established
under chapter 48.02 RCW

(2) "Health care provider" or "provider" has the sane neaning as in
RCW 48.43.005 and, for the purposes of this act, shall include
facilities |icensed under chapter 70.41 RCW

(3) "Lead organization" neans a private sector organization or
organi zati ons designated by the comm ssioner to |ead devel opnment of
processes, guidelines, and standards to streamline health care
adm nistration and to be adopted by payors and providers of health care
services operating in the state.
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(4) " Medi cal managenent " nmeans adm ni strative activities
establ i shed by the payor to nanage the utilization of services through
preservice or postservice reviews. "Mdical nmanagenent" includes, but
is not limted to:

(a) Prior authorization or preauthorization of services;

(b) Precertification of services;

(c) Postservice review,

(d) Medical necessity review, and

(e) Benefits advisory.

(5) "Payor" means public purchasers, as defined in this section
carriers licensed under chapters 48.20, 48.21, 48.44, 48.46, and 48.62
RCW and the Washington state health insurance pool established in
chapter 48.41 RCW

(6) "Public purchaser" neans the departnent of social and health
services, the departnent of |abor and industries, and the health care
authority.

(7) "Secretary" neans the secretary of the departnent of health.

(8) "Third-party payor" has the sane neaning as in RCW 70. 02. 010.

NEW SECTION. Sec. 3. A new section is added to chapter 70.14 RCW
to read as foll ows:

The following state agencies are directed to cooperate with the
i nsurance comm ssioner and, within funds appropriated specifically for
this purpose, adopt the processes, guidelines, and standards to
stream ine health care adm nistration pursuant to sections 2, 5, 6, and
8 through 10 of this act: The departnent of social and health
services, the health care authority, and, to the extent perm ssible
under Title 51 RCW the departnent of |abor and i ndustries.

Sec. 4. RCW70.47.130 and 2004 c 115 s 2 are each anended to read
as follows:

(1) The activities and operations of the Washington basic health
pl an under this chapter, including those of managed heal th care systens
to the extent of their participation in the plan, are exenpt fromthe
provi sions and requi renents of Title 48 RCW except:

(a) Benefits as provided in RCW70. 47.070;

(b) Managed health care systens are subject to the provisions of
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RCW 48.43.022, 48.43.500, 70.02.045, 48.43.505 through 48.43.535,
43.70. 235, 48.43.545, 48.43.550, 70.02.110, and 70.02.900;

(c) Persons appointed or authorized to solicit applications for
enrollment in the basic health plan, including enployees of the health
care authority, nust conply with chapter 48.17 RCW For purposes of
this subsection (1)(c), "solicit" does not include distributing
i nformati on and applications for the basic health plan and responding
to questions; ((and))

(d) Amounts paid to a nanaged health care system by the basic
health plan for participating in the basic health plan and providing
health care services for nonsubsidized enrollees in the basic health
pl an nust conply wth RCWA48. 14. 0201; and

(e) Admnistrative sinplification requirenents as provided in this

act .

(2) The purpose of the 1994 anendatory | anguage to this section in
chapter 309, Laws of 1994 is to clarify the intent of the |egislature
that prem uns paid on behalf of nonsubsidized enrollees in the basic
health plan are subject to the premum and prepaynent tax. The
| egi sl ature does not consider this clarifying | anguage to either raise
exi sting taxes nor to inpose a tax that did not exist previously.

NEW SECTION. Sec. 5. (1) The comm ssioner shall designate one or
nmore lead organizations to coordinate developnent of processes,
gui del i nes, and standards to streanmline health care adm nistration and
to be adopted by payors and providers of health care services operating
in the state. The | ead organization desi gnated by the comm ssioner for
this act shall:

(a) Be representative of providers and payors across the state;

(b) Have expertise and know edge in the nmajor disciplines related
to health care adm ni stration; and

(c) Be able to support the costs of its work w thout recourse to
publ i c fundi ng.

(2) The | ead organi zation shall:

(a) I'n collaboration with the conm ssioner, identify and convene
work groups, as needed, to define the processes, guidelines, and
standards required in sections 6 through 10 of this act;

(b) In collaboration wth the conmm ssioner, pronote the
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participation of representatives of health care providers, payors of
health care services, and others whose expertise would contribute to
stream ining health care adm ni stration

(c) Conduct outreach and comruni cation efforts to maxi m ze adoption
of the guidelines, standards, and processes developed by the |ead
or gani zati on;

(d) Submt reqgular updates to the conm ssioner on the progress
i npl enenting the requirenments of this act; and

(e) Wth the comm ssioner, report to the legislature annually
t hrough Decenber 1, 2012, on progress nade, the tinme necessary for
conpleting tasks, and identification of future tasks that should be
prioritized for the next inprovenent cycle.

(3) The conm ssioner shall:

(a) Participate in and review the work and progress of the |ead
organi zation, including the establishnent and operation of work groups
for this act;

(b) Adopt into rule, or submt as proposed legislation, the
gui del i nes, standards, and processes set forthin this act if:

(1) The lead organization fails to tinmely devel op or inplenent the
gui del i nes, standards, and processes set forth in sections 6 through 10
of this act; or

(ti) It is unlikely that there will be w despread adoption of the
gui del i nes, standards, and processes devel oped under this act;

(c) Consult with the office of the attorney general to determ ne
whet her an antitrust safe harbor is necessary to enable |icensed
carriers and providers to devel op common rules and standards; and, if
necessary, take steps, such as inplenenting rules or requesting
| egi sl ation, to establish such safe harbor; and

(d) Convene an executive level work group with broad payor and
provi der representation to advise the conm ssioner regarding the goals
and progress of inplenentation of the requirenents of this act.

NEW SECTI ON. Sec. 6. By Decenber 31, 2010, the | ead organi zation
shal | :

(1) Develop a wuniform electronic process for collecting and
transmtting the necessary provider-supplied data to support
credentialing, admtting privileges, and other rel ated processes that:

(a) Reduces the adm nistrative burden on providers;
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(b) Inproves the quality and tineliness of information for
hospi tal s and payors;

(c) Isinteroperable with other rel evant systens;

(d) Enables use of the data by authorized participants for other
rel ated applications; and

(e) Serves as the sol e source of credentialing information required
by hospitals and payors from providers for data el enments included in
the el ectronic process, except this shall not prohibit:

(1) A hospital, payor, or other credentialing entity subject to the
requi rements of this section fromseeking clarification of information
obtained through use of the wuniform electronic process, if such
clarification is reasonably necessary to conplete the credentialing
process; or

(ii1) A hospital, payor, other credentialing entity, or a university
from using information not provided by the uniform process for the
pur pose of credentialing, admtting privileges, or faculty appoi nt nent
of providers, including peer review and coordi nated quality inprovenent
information, that is obtained fromsources other than the provider;

(2) Pronote w despread adoption of such process by payors and
hospitals, their delegates, and subcontractors in the state that
credential health professionals and by such health professionals as
soon as possi ble thereafter; and

(3) Work with the secretary to assure that data used in the uniform
el ectronic process can be electronically exchanged with the departnent
of health professional |icensing process under chapter 18.122 RCW

NEW SECTION. Sec. 7. A newsection is added to chapter 18.122 RCW
to read as foll ows:

Pursuant to sections 5 and 6 of this act, the secretary or his or
her designee shall participate in the work groups and, wthin funds
appropriated specifically for this purpose, inplenent the standards to
enable the departnent to transmt data to and receive data from the
uni f orm process.

NEW SECTION. Sec. 8. The |ead organi zation shall:

(1) Establish a uniform standard conpani on docunent and data set
for electronic eligibility and coverage verification. Such a conpanion
guide wll:

2SSB 5346. SL p. 6
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(a) Be based on nationally accepted ANSI X12 270/ 271 standards for
eligibility inquiry and response and, wherever possible, be consistent
with the standards adopted by nationally recogni zed organi zati ons, such
as the centers for nedicare and nedi cai d services;

(b) Enable providers and payors to exchange eligibility requests
and responses on a systemto-system basis or using a payor supported
web browser;

(c) Provide reasonably detailed information on a consuner's
eligibility for health care coverage, scope of benefits, limtations
and excl usions provided under that coverage, cost-sharing requirenents
for specific services at the specific time of the inquiry, current

deducti ble amounts, accunmulated or |imted benefits, out-of-pocket
maxi muns, any maxi num policy anounts, and other information required
for the provider to collect the patient's portion of the bill; and

(d) Reflect the necessary |limtations inposed on payors by the
originator of the eligibility and benefits information;

(2) Recommend a standard or commpbn process to the conm ssioner to
protect providers and hospitals from the costs of, and payors from
claims for, services to patients who are ineligible for insurance
coverage 1in circunstances where a payor provides eligibility
verification based on best information available to the payor at the
date of the request; and

(3) Conplete, dissemnate, and pronote w despread adoption by
payors of such docunent and data set by Decenber 31, 2010.

NEW SECTION. Sec. 9. (1) By Decenber 31, 2010, the |Iead
organi zation shall develop inplenentation guidelines and pronote
w despread adoption of such guidelines for:

(a) The use of the national correct coding initiative code edit
policy by payors and providers in the state;

(b) Publishing any variations from conponent codes, nutually
excl usi ve codes, and status b codes by payors in a manner that makes
for sinple retrieval and inpl enentati on by providers;

(c) Use of health insurance portability and accountability act
standard group codes, reason codes, and remark codes by payors in
el ectronic remttances sent to providers;

(d) The processing of corrections to clains by providers and
payors; and
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(e) A standard payor denial review process for providers when they
request a reconsideration of a denial of a claim that results from
differences in clinical edits where no single, comon standards body or
process exists and nmultiple conflicting sources are in use by payors
and providers.

(2) By October 31, 2010, the lead organization shall develop a
proposed set of goals and work plan for additional code standardi zation
efforts for 2011 and 2012.

(3) Nothing in this section or in the guidelines devel oped by the

| ead organization shall inhibit an individual payor's ability to
enpl oy, and not disclose to providers, tenporary code edits for the
purpose of detecting and deterring fraudulent billing activities.

Though such tenporary code edits are not required to be disclosed to
provi ders, the guidelines shall require that:

(a) Each payor disclose to the provider its adjudication decision
on a claimthat was denied or adjusted based on the application of such
an edit; and

(b) The provider have access to the payor's review and appeal
process to chall enge the payor's adjudication decision, provided that
nothing in this subsection (3)(b) shall be construed to nodify the
rights or obligations of payors or providers with respect to procedures
relating to the investigation, reporting, appeal, or prosecution under
applicable | aw of potentially fraudulent billing activities.

NEW SECTION. Sec. 10. (1) By Decenber 31, 2010, the |lead
organi zati on shall:

(a) Devel op and pronote w despread adoption by payors and providers
of guidelines to:

(1) Ensure payors do not automatically deny clainms for services
when extenuating circunstances nmake it inpossible for the provider to:
(A) Qontain a preauthorization before services are perfornmed; or (B)
notify a payor wthin twenty-four hours of a patient's adm ssion; and

(i1) Require payors to use conmon and consistent tinme frames when
responding to provider requests for nedical nanagenent approvals.
Whenever possible, such tinme franmes shall be consistent with those
established by |eading national organizations and be based upon the
acuity of the patient's need for care or treatnent;

2SSB 5346. SL p. 8
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(b) Devel op, maintain, and pronpote w despread adoption of a single
common web site where providers can obtain payors' preauthorization
benefits advisory, and preadm ssion requirenents;

(c) Establish guidelines for payors to develop and maintain a web
site that providers can enploy to:

(i) Request a preauthorization, including a prospective clinica
necessity review,

(11) Receive an authorization nunber; and

(ti1) Transmt an adm ssion notification.

(2) By Cctober 31, 2010, the | ead organi zation shall propose to the
comm ssioner a set of goals and work plan for the devel opnent of
medi cal managenent protocols, including whether to devel op evi dence-
based nedical mnmanagenment practices addressing specific clinical
conditions and nmake its recommendation to the comm ssioner, who shal
report the lead organization's findings and recommendations to the
| egi sl ature.

NEW SECTION. Sec. 11. Sections 2, 5, 6, and 8 through 10 of this
act constitute a new chapter in Title 48 RCW

Passed by the Senate April 20, 2009.

Passed by the House April 13, 20009.

Approved by the Governor April 30, 2009.

Filed in Ofice of Secretary of State May 1, 2009.
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