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SUBSTI TUTE HOUSE BI LL 2279

Passed Legislature - 1997 Regul ar Sessi on
AS RECOVMENDED BY THE CONFERENCE COWM TTEE
State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By House Commttee on Appropriations (originally sponsored by
Representatives Huff and Backl und)

Read first tine 04/07/97.

AN ACT Relating to the basic health plan; amendi ng RCW 70. 47. 015,
48. 43. 025, 48.43. 035, 48.41.060, 48.41.030, 70.47.120, and 70.47.130;
reenacti ng and anendi ng RCW70. 47. 060; providing an effective date; and
decl ari ng an energency.

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

Sec. 1. RCW70.47.015 and 1995 ¢ 265 s 1 are each anended to read
as follows:

(1) The legislature finds that the basic health plan has been an
effective programin providing heal th coverage for uninsured residents.
Further, since 1993, substantial anmounts of public funds have been
al l ocated for subsidized basic health plan enroll nment.

(2) It isthe intent of the legislature that the basic health plan
enrol | ment be expanded expeditiously, consistent with funds avail abl e
in the health services account, with the goal of two hundred thousand
adult subsidized basic health plan enrollees and one hundred thirty
t housand chil dren covered t hrough expanded nedi cal assi stance services
by June 30, 1997, with the priority of providing needed heal th services
to children in conjunction with other public prograns.

p. 1 SHB 2279. SL
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(3) Effective January 1, 1996, basic health plan enroll ees whose
incone is less than one hundred twenty-five percent of the federa
poverty level shall pay at |east a ten-dollar prem um share.

(4) No later than July 1, 1996, the adm nistrator shall inplenent
procedures whereby hospitals |icensed under chapters 70.41 and 71.12
RCW health carrier, rural health care facilities regulated under
chapter 70.175 RCW and community and mgrant health centers funded
under RCW 41.05.220, may expeditiously assist patients and their
famlies in applying for basic health plan or nedical assistance
coverage, and in submtting such applications directly to the health
care authority or the departnent of social and health services. The
health care authority and the departnent of social and health services
shall make every effort to sinplify and expedite the application and
enrol | mrent process.

(5 No later than July 1, 1996, the adm nistrator shall inplenent
procedur es whereby heal th i nsurance agents and brokers, |icensed under
chapter 48.17 RCW nmay expeditiously assist patients and their famlies
in applying for basic health plan or nedical assistance coverage, and
in submtting such applications directly to the health care authority
or the departnent of social and health services. Brokers and agents
((shalt—be—entitted+o6)) may receive a comm ssion for each individual
sale of the basic health plan to anyone not ((at—anyt+re—previoushy))
signed up within the previous five years and a conmm ssion for each
group sale of the basic health plan, if funding for this purpose is
provided in a specific appropriation to the health care authority. No
comm ssion shall be provided upon a renewal. Comm ssions shall be
determ ned based on the estimated annual cost of the basic health plan,
however, comm ssions shall not result in a reduction in the prem um
anount paid to health carriers. For purposes of this section "health
carrier” is as defined in RCW 48.43.005. The adm nistrator may
establish: (a) Mninmmeducational requirenents that nmust be conpl eted
by the agents or brokers; (b) an appointnent process for agents or
brokers marketing the basic health plan; or (c) standards for
revocation of the appointnent of an agent or broker to submt
applications for cause, including untrustworthy or inconpetent conduct
or harmto the public. The health care authority and t he departnent of
social and health services shall make every effort to sinplify and
expedite the application and enroll nment process.

SHB 2279. SL p. 2
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Sec. 2. RCW70.47.060 and 1995 ¢ 266 s 1 and 1995 ¢ 2 s 4 are each
reenacted and anended to read as foll ows:

The adm ni strator has the foll om ng powers and duties:

(1) To design and fromtinme to tine revise a schedule of covered
basi c heal th care services, including physician services, inpatient and
out patient hospital services, prescription drugs and nedi cations, and
other services that may be necessary for basic health care. I n
addition, the admnistrator may, to the extent that funds are
available, offer as basic health plan services chem cal dependency
services, nental health services and organ transplant services;
however, no one service or any conbination of these three services
shal | increase the actuarial value of the basic health plan benefits by
nore than five percent excluding inflation, as determ ned by the office
of financial managenent. All subsidi zed and nonsubsi di zed enrollees in
any partici pati ng managed heal th care systemunder the Washi ngton basic
health plan shall be entitled to receive ((feeveredbasiehealth—-ecare
servie€es})) covered basic health care services in return for prem um
paynments to the plan. The schedul e of services shall enphasize proven
preventive and primary health care and shall include all services
necessary for prenatal, postnatal, and well-child care. However, with
respect to coverage for groups of subsidi zed enroll ees who are eligible
to receive prenatal and postnatal services through the nedical
assi stance programunder chapter 74.09 RCW the adm nistrator shall not
contract for such services except to the extent that such services are
necessary over not nore than a one-nonth period in order to maintain
continuity of care after diagnosis of pregnancy by the nanaged care
provi der. The schedule of services shall also include a separate
schedul e of basic health care services for children, eighteen years of
age and younger, for those subsidized or nonsubsidi zed enrol |l ees who
choose to secure basic coverage through the plan only for their
dependent chil dren. In designing and revising the schedule of
services, the adm ni strator shall consider the guidelines for assessing
heal t h servi ces under the nmandated benefits act of 1984, RCW48. 42. 080,
and such other factors as the adm ni strator deens appropriate.

However, wth respect to coverage for subsidized enroll ees who are
eligible toreceive prenatal and postnatal services through the nedical
assi stance programunder chapter 74.09 RCW the adm nistrator shall not
contract for such services except to the extent that the services are
necessary over not nore than a one-nonth period in order to maintain

p. 3 SHB 2279. SL
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continuity of care after diagnosis of pregnancy by the nanaged care
provi der.

(2)(a) To design and i npl enent a structure of periodic prem uns due
the adm nistrator from subsidized enrollees that is based upon gross
famly incone, giving appropriate consideration to famly size and the

ages of all famly nenbers. The enrollnent of children shall not
require the enroll nment of their parent or parents who are eligible for
the plan. The structure of periodic premuns shall be applied to

subsidized enrollees entering the plan as individuals pursuant to
subsection (9) of this section and to the share of the cost of the plan
due from subsi di zed enrol |l ees entering the plan as enpl oyees pursuant
to subsection (10) of this section.

(b) To determ ne the periodic prem uns due the adm nistrator from
nonsubsi di zed enrol |l ees. Prem uns due from nonsubsidi zed enroll ees
shall be in an anobunt equal to the cost charged by the managed heal th
care systemprovider to the state for the plan plus the admnistrative
cost of providing the plan to those enroll ees and the prem umtax under
RCW 48. 14. 0201.

(c) An enployer or other financial sponsor may, with the prior
approval of the admnistrator, pay the premum rate, or any other
anmount on behalf of a subsidized or nonsubsidized enrollee, by
arrangenent with the enroll ee and t hrough a nmechani smacceptable to the

admnistrator((, but in no case shall the paynent nmade on behal f of the
enroH-ee—exceedthetotalpremunms—duefromthe—-enroltee)).

(d) To develop, as an offering by all health carriers providing
coverage identical to the basic health plan, a nodel plan benefits
package with uniformty in enrollee cost-sharing requirenents.

(3) To design and inplenent a structure of enrollee cost sharing
due a managed health care system from subsidized and nonsubsi di zed
enrol | ees. The structure shall discourage inappropriate enrollee
utilization of health care services, and may utilize copaynents,
deducti bl es, and other cost-sharing nmechanisns, but shall not be so
costly to enrollees as to constitute a barrier to appropriate
utilization of necessary health care services.

(4) Tolimt enrollnment of persons who qualify for subsidies so as
to prevent an overexpenditure of appropriations for such purposes
Whenever the admnistrator finds that there is danger of such an
overexpenditure, the adm nistrator shall close enrollnment until the
adm nistrator finds the danger no | onger exists.

SHB 2279. SL p. 4
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(5 To limt the paynment of subsidies to subsidized enrollees, as
defined in RCW70.47.020. The | evel of subsidy provided to persons who
qualify may be based on the |owest cost plans, as defined by the
adm ni strator.

(6) To adopt a schedule for the orderly devel opnent of the delivery
of services and availability of the plan to residents of the state,
subject to the limtations contained in RCW 70.47.080 or any act
appropriating funds for the plan.

(7) To solicit and accept applications from nmanaged health care
systens, as defined in this chapter, for inclusion as eligible basic
heal t h care providers under the plan. The adm ni strator shall endeavor
to assure that covered basic health care services are available to any
enrollee of the plan from anbng a selection of two or nore
partici pating managed health care systens. |In adopting any rules or
procedures applicable to managed health care systens and in its
dealings with such systens, the adm nistrator shall consider and make
suitable allowance for the need for health care services and the
differences in local availability of health care resources, along with
other resources, within and anong the several areas of the state.
Contracts with participating nmanaged health care systens shall ensure
that basic health plan enrollees who becone eligible for nedical
assi stance nmay, at their option, continue to receive services from
their existing providers within the managed health care systemif such
provi ders have entered into provider agreenments with the departnent of
soci al and health services.

(8) To receive periodic premuns fromor on behalf of subsidized
and nonsubsidi zed enrollees, deposit them in the basic health plan
operating account, keep records of enrollee status, and authorize
periodi c paynents to nmanaged health care systens on the basis of the
nunber of enrollees participating inthe respective managed health care
syst ens.

(9) To accept applications from individuals residing in areas
served by the plan, on behalf of thenselves and their spouses and
dependent children, for enrollnment in the Washi ngton basic health plan
as subsidized or nonsubsidized enrollees, to establish appropriate
m ni mumenrol | mrent periods for enrollees as nay be necessary, and to
det erm ne, upon application and on a reasonabl e schedul e defi ned by the
authority, or at the request of any enrollee, eligibility due to
current gross famly incone for sliding scale prem uns. No subsi dy

p. 5 SHB 2279. SL
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may be paid with respect to any enrollee whose current gross famly
i ncone exceeds twice the federal poverty level or, subject to RCW
70.47.110, who is a recipient of nedical assistance or nedical care
services under chapter 74.09 RCW If, as a result of an eligibility
review, the admnistrator determnes that a subsidized enrollee’s
i ncome exceeds twice the federal poverty level and that the enrollee
knowingly failed to inform the plan of such increase in incone, the

admnistrator may bill the enrollee for the subsidy paid on the
enrollee’s behal f during the period of tine that the enrollee s incone
exceeded twi ce the federal poverty |evel. | f a nunber of enrollees

drop their enrol |l nent for no apparent good cause, the adm ni strator may
establish appropriate rules or requirenments that are applicable to such
i ndi vidual s before they will be allowed to reenroll in the plan.

(10) To accept applications from business owners on behalf of
thensel ves and their enployees, spouses, and dependent children, as
subsi di zed or nonsubsi di zed enrol |l ees, who reside in an area served by
the pl an. The admnistrator may require all or the substanti al
majority of the eligible enpl oyees of such businesses to enroll in the
pl an and establi sh those procedures necessary to facilitate the orderly
enrol I ment of groups in the plan and i nto a managed heal th care system
The adm nistrator may require that a business owner pay at |east an
anount equal to what the enpl oyee pays after the state pays its portion
of the subsidized prem um cost of the plan on behalf of each enpl oyee
enrolled in the plan. Enrollnent islimted to those not eligible for
medi care who wish to enroll in the plan and choose to obtain the basic
health care coverage and services from a mnmanaged care system
participating in the plan. The adm nistrator shall adjust the anount
determ ned to be due on behalf of or fromall such enrollees whenever
the amount negotiated by the admnistrator with the participating
managed health care systemor systens is nodified or the adm nistrative
cost of providing the plan to such enroll ees changes.

(11) To determine the rate to be paid to each participati ng managed
health care systemin return for the provision of covered basic health
care services to enrollees in the system Although the schedul e of

covered basic health care services will be the sanme for simlar
enroll ees, the rates negotiated with participating managed health care
systens may vary anong the systens. In negotiating rates wth
participating systens, the adm nistrator shal | consi der t he

characteristics of the popul ations served by the respective systens,

SHB 2279. SL p. 6
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econom ¢ circunstances of the local area, the need to conserve the
resources of the basic health plan trust account, and other factors the
adm ni strator finds rel evant.

(12) To nonitor the provision of covered services to enrollees by
partici pating managed health care systens in order to assure enrollee
access to good quality basic health care, to require periodic data
reports concerning the utilization of health care services rendered to
enrollees in order to provide adequate information for eval uation, and
to inspect the books and records of participating nanaged health care
systens to assure conpliance with the purposes of this chapter. I n
requiring reports from participating managed health care systens,
i ncl udi ng data on services rendered enrol |l ees, the adm ni strator shal
endeavor to mnimze costs, both to the managed health care systens and
to the plan. The adm nistrator shall coordinate any such reporting
requirenents wth other state agencies, such as the insurance
conmmi ssioner and the departnent of health, to mnimze duplication of
effort.

(13) To evaluate the effects this chapter has on private enpl oyer-
based health care coverage and to take appropri ate neasures consi st ent
wth state and federal statutes that will discourage the reduction of
such coverage in the state.

(14) To devel op a program of proven preventive health neasures and
to integrate it into the plan wherever possible and consistent with
this chapter.

(15) To provide, consistent with avail abl e fundi ng, assistance for
rural residents, underserved popul ati ons, and persons of color.

*Sec. 3. RCW 48.43.025 and 1997 ¢ . . . s 203 (Engrossed
Substitute House Bill No. 2018) are each anmended to read as fol |l ows:

(1) Except as pernitted in RCWA48. 43. 035 or ot herwi se specified in
this section ((and—n—REW4843-035)):

(a) No carrier may reject an individual for health plan coverage
based upon preexi sting conditions of the individual.

(b) No carrier may deny, exclude, or otherwise limt coverage for
an individual’s preexisting health conditions; except that a carrier
may inpose a three-nonth benefit waiting period for preexisting
conditions for which nmedical advice was given, or for which a health
care provider recommended or provided treatment within three nonths
before the effective date of coverage.

p. 7 SHB 2279. SL
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(c) Every health carrier offering any individual health plan to any
i ndi vidual nust allow open enroll ment to eligible applicants into all
i ndi vidual health plans offered by the carrier during the full nonths
of July and August of each year. The individual health plans exenpt
from guarant eed continuity under RCW48. 43. 035(4) are exenpt fromthis
requirenment. All applications for open enroll nent coverage nust be
conpl et e and post marked to or received by the carrier in the nonths of
July or August in any year follow ng July 27, 1997. Coverage for these
applicants nust begin the first day of the next nonth subject to
recei pt of timely paynment consistent with the terns of the policies.

(d) At any tinme other than the open enrol | ment period specified in
(c) of this subsection, a carrier may either decline to accept an
applicant for enrollnment or apply to such applicant’s coverage a
preexi sting condition benefit waiting period not to exceed the anmpunt
of time remaining until the next open enrollnment period, or three
nmont hs, whi chever is greater, provided that in either case all of the
following conditions are nmet:

(i) The applicant has not mai ntai ned coverage as required in (f) of
this subsection;

(ii) The applicant is not applying as a newWwy eligible dependent
neeting the requirenments of (g) of this subsection; and

(iii) The carrier uses uniform health evaluation criteria and
practices anong all individual health plans it offers.

(e) If a carrier exercises the options specified in (d) of this
subsection it nust advise the applicant in witing within ten busi ness
days of such decision. Notice of the availability of Wshi ngton state
heal t h i nsurance pool coverage and a brochure outlining the benefits
and excl usi ons of the Wishi ngton state heal th i nsurance pool policy or
policies nust be provided in accordance with RCW 48.41. 180 to any
person rejected for individual health plan coverage, who has had any
heal th condition |imted or excl uded t hrough heal t h underwiting or who
ot herwi se neets requirements for notice in chapter 48. 41 RCW Provi ded
timely and conplete application is received by the pool, eligible
i ndividual s shall be enrolled in the Washi ngt on state heal th i nsurance
pool in an expeditious manner as determ ned by the board of directors
of the pool .

(f) A carrier may not refuse enrollnent at any time based upon
heal th eval uation criteria to otherw se eligible applicants who have
been covered for any part of the three-nonth period inmediately

SHB 2279. SL p. 8
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preceding the date of application for the new individual health plan
under a conparable group or individual health benefit plan wth
substantially simlar benefits. For purposes of this subsection, in
addition to provisions in RCW 48.43. 015, the following publicly
adm ni stered coverage shall be considered conparable health benefit
pl ans: The basic health plan established by chapter 70.47 RCW the
nedi cal assi stance program established by chapter 74.09 RCW and the
Washi ngt on state heal th insurance pool, established by chapter 48.41
RCW as long as the person is continuously enrolled in the pool until
t he next open enroll ment period. |f the personis enrolled in the pool
for | ess than three nonths, she or he will be credited for that period
up to three nonths.

(g) A carrier nust accept for enrollnment all newWy eligible
dependent s of an enrol | ee for enrol | ment onto t he enrol |l ee’ s indivi dual
health plan at any time of the year, provided application is made
wi thin sixty-three days of eligibility, or such | onger time as provi ded
by | aw or contract.

(h) At no tine are carriers required to accept for enroll ment any
individual residing outside the state of Washington, except for
qual i fyi ng dependents who reside outside the carrier service area.

(2) No carrier may avoid the requirements of this section through
the creation of a new rate classification or the nodification of an
exi sting rate classification. A new or changed rate classification
will be deemed an attenpt to avoid the provisions of this section if
the new or changed classification would substantially discourage
applications for coverage from individuals or groups who are higher
t han average heal th risks. The provisions of this section apply only
to individual s who are Washi ngton resi dents.

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

*Sec. 4. RCW 48.43.035 and 1997 ¢ . . . s 204 (Engrossed
Substitute House Bill No. 2018) are each anmended to read as fol |l ows:

(1) Except as pernitted in RCW48. 43. 025 or ot herw se specified in
this section ((and—in—RCW-48-43-025)), every health carrier shall
accept for enroll ment any state resident within the carrier’s service
area and provide or assure the provision of all covered services
regardl ess of age, sex, famly structure, ethnicity, race, health
condi tion, geographic |I|ocation, enployment status, socioeconomnic
status, other condition or situation, or the provisions of RCW

p. 9 SHB 2279. SL
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49. 60. 174( 2) . The insurance conmissioner may grant a tenporary
exenption from this subsection, if, wupon application by a health
carrier the conmi ssioner finds that the clinical, financial, or
adm ni strati ve capacity to serve existing enrollees will be inpaired if
a health carrier is required to continue enroll ment of additional
el i gi bl e i ndi vi dual s.

(2) Except as provided in subsection (6) of this section, all
heal t h pl ans shal |l contai n or incorporate by endorsement a guar ant ee of
the continuity of coverage of the plan. For the purposes of this
section, a plan is "renewed” when it is continued beyond the earli est
dat e upon which, at the carrier’s sol e option, the plan coul d have been
term nat ed for other than nonpayment of premium [In the case of group
pl ans, the carrier may consider the group’s anniversary date as the
renewal date for purposes of conplying with the provisions of this
secti on.

(3) The guarantee of continuity of coverage required in health
pl ans shall not prevent a carrier from canceling or nonrenew ng a
heal th plan for:

(a) Nonpaynment of prem um

(b) Viol ation of published policies of the carrier approved by the
i nsurance conmi ssi oner;

(c) Covered persons entitled to become eligible for nedicare
benefits by reason of age who fail to apply for a medi care suppl enent
plan or nedicare cost, risk, or other plan offered by the carrier
pursuant to federal |aws and regul ations;

(d) Covered persons who fail to pay any deducti bl e or copaynent
ampunt owed to the carrier and not the provider of health care
services;

(e) Covered persons committing fraudul ent acts as to the carrier;

(f) Covered persons who materially breach the heal th pl an;

(g) Change or inplenmentation of federal or state |aws that no
Il onger permit the continued offering of such coverage; or

(h) Cessation of a plan in accordance wi th subsection (5) or (7) of
this section.

(4) The provisions of this section do not apply in the follow ng
cases:

(a) A carrier has zero enroll ment on a product;

(b) A carrier replaces a product and the replacement product is
provided to all covered persons within that class or |ine of business,

SHB 2279. SL p. 10
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includes all of the services covered under the replaced product, and
does not significantly limt access to the kind of services covered
under the replaced product. The health plan may also allow
unrestricted conversion to a fully conparabl e product; or

(c) Acarrier is withdrawi ng froma service area or froma segnent
of its service area because the carrier has denpnstrated to the
i nsurance conm ssioner that the carrier’s clinical, financial, or
adm ni strative capacity to serve enrol |l ees woul d be exceeded.

(5 A health carrier may discontinue or materially nodify a
particul ar health plan, only if:

(a) The heal th carrier provides notice to each covered person or
group provided coverage of this type of such discontinuation or
nodification at Ileast ninety days prior to the date of the
di sconti nuation or nodification of coverage;

(b) The health carrier offers to each covered person or group
provi ded coverage of this type the option to purchase any ot her heal th
plan currently being of fered by the health carrier to simlar covered
persons in the market category and geographi c area; and

(c) In exercising the option to discontinue or nodify a particul ar
health plan and in offering the option of coverage under (b) of this
subsection, the health carrier acts uniformly wthout regard to any
heal t h-status rel ated factor of covered persons or persons who may
becore el igible for coverage.

(6) The provisions of this section do not apply to heal th pl ans
deemed by the insurance conm ssioner to be unique or limted or have a
short-termpurpose, after a witten request for such cl assification by
the carrier and subsequent witten approval by the insurance
conmi ssi oner .

(7) A health carrier may discontinue all health plan coverage in
one or nore of the follow ng |ines of business:

(a)(i) Individual; or

(ii)(A) Small group (1-50 eligible enployees); and

(B) Large group (51+ eligible enpl oyees);

(b) Only if:

(i) The health carrier provides notice to the office of the
i nsurance conm ssioner and to each person covered by a plan within the
li ne of business of such discontinuation at |east one hundred ei ghty
days prior to the expiration of coverage; and
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(ii) Al plans issued or delivered in the state by the health
carrier in such line of business are discontinued, and coverage under
such plans in such |ine of business is not renewed;, and

(iii) The heal th carrier may not issue any heal th pl an coverage in
the line of business and state involved during the five-year period
begi nning on the date of the discontinuation of the |ast health plan
not so renewved.

(8) The portability provisions of RCW48.43. 015 continue to apply
to all enrollees whose health insurance coverage is nodified or
di sconti nued pursuant to this section.

(9) Nothing in this section nodifies a health carrier’s
responsibility to offer the basic heal th pl an nodel plan as required by
RCW 70. 47. 060(2) (d) .

*Sec. 4 was vetoed. See nmessage at end of chapter.

Sec. 5. RCW48.41.060 and 1997 ¢ . . . s 211 (Engrossed Substitute
House Bill No. 2018) are each anended to read as foll ows:

The board shall have the general powers and authority granted under
the laws of this state to insurance conpanies, health care service

contractors, and health nmaintenance organizations, |icensed or
registered to offer or provide the kinds of health coverage defined
under this title. In addition thereto, the board may:

(1) Enter into contracts as are necessary or proper to carry out
t he provisions and purposes of this chapter including the authority,
with the approval of the comm ssioner, to enter into contracts with
simlar pools of other states for the joint performance of conmmon
adm ni strative functions, or with persons or other organizations for
t he performance of adm nistrative functions;

(2) 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;

(3) Establish appropriate rates, rate schedul es, rate adjustnents,
expense al | onances, agent referral fees, claimreserve fornul as and any
ot her actuarial functions appropriate to the operation of the pool
Rat es shall not be unreasonable in relation to the coverage provided,
the ri sk experi ence, and expenses of providing the coverage. Rates and
rate schedul es may be adjusted for appropriate risk factors such as age
and area variation in claimcosts and shall take into consideration
appropriate risk factors in accordance with established actuari al

SHB 2279. SL p. 12
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underwiting practices consistent with Washington state small group
plan rating requirenments under RCW ((4820-028—4844022—-and
48-46-064)) 48.44.023 and 48. 46. 066;

(4) Assess nenbers of the pool in accordance with the provisions of
this chapter, and nmake advance i nteri massessnents as may be reasonabl e
and necessary for the organizational or interim operating expenses.
Any interi massessnents will be credited as of fsets agai nst any regul ar
assessnents due followi ng the close of the year

(5) Issue policies of health coverage in accordance with the
requi renents of this chapter;

(6) Appoint appropriate legal, actuarial and other commttees as
necessary to provi de techni cal assistance in the operation of the pool,
policy, and other contract design, and any other function within the
authority of the pool; and

(7) 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.

Sec. 6. RCW48.41.030 and 1997 ¢ . . . (Engrossed Substitute House
Bill No. 2018) s 210 are each anended to read as foll ows:

HEALTH | NSURANCE POOL--DEFINITIONS. As used in this chapter, the
foll ow ng terns have the nmeani ng i ndi cated, unl ess the context requires
ot herw se:

(1) "Accounting year" neans a twel ve-nonth peri od determ ned by the
board for purposes of record-keeping and accounting. The first
accounting year nmay be nore or |ess than twelve nonths and, fromtine
to time in subsequent years, the board may order an accounting year of
ot her than twelve nonths as may be required for orderly managenent and
accounting of the pool.

(2) "Admnistrator”™ neans the entity chosen by the board to
adm ni ster the pool under RCW 48. 41. 080.

(3) "Board" neans the board of directors of the pool.

(4) "Conmm ssioner"” neans the insurance conm ssioner.

(5) "Covered Person" neans any individual resident of this state
who is eligible to receive benefits fromany nenber, or other health
pl an.

(6) "Health care facility" has the sanme neaning as in RCW
70. 38. 025.

p. 13 SHB 2279. SL
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((66)y)) (7) "Health care provider" means any physician, facility,
or health care professional, who is |licensed in Washington state and
entitled to reinbursenent for health care services.

((6H)) (8) "Health care services" nmeans services for the purpose
of preventing, alleviating, curing, or healing human illness or injury.

((8))) (9) "Health coverage" neans any group or individual
disability insurance policy, health care service contract, and health
mai nt enance agreenent, except those contracts entered into for the
provi sion of health care services pursuant to Title XVII1 of the Soci al
Security Act, 42 U S.C. Sec. 1395 et seq. The term does not include

short-term care, long-term care, dental, vision, accident, fixed
indemmity, disability incone contracts, civilian health and nedica
program for the uniform services (CHAMPUS), 10 U. S.C. 55, |imted

benefit or credit insurance, coverage issued as a supplenent to
liability i nsurance, insurance arising out of the worker’s conpensati on
or simlar |aw, autonobile nedical paynent insurance, or insurance
under which benefits are payable with or without regard to fault and
which is statutorily required to be contained in any liability
i nsurance policy or equival ent self-insurance.

((69Y)) (10) "Health plan" nmeans any arrangenent by whi ch persons,
i ncl udi ng dependents or spouses, covered or naking application to be
covered under this pool, have access to hospital and nedical benefits
or rei nbursenent including any group or individual disability insurance
policy; health care service contract; health maintenance agreenent;
uni nsured arrangenents of group or group-type contracts including
enpl oyer self-insured, cost-plus, or other benefit nethodol ogi es not
i nvol ving insurance or not governed by Title 48 RCW coverage under
group-type contracts which are not available to the general public and
can be obtained only because of connection with a particular
organi zati on or group; and coverage by nedi care or other governnental
benefits. This term includes coverage through "health coverage" as
defined under this section, and specifically excludes those types of
prograns excluded under the definition of "health coverage" in
subsection ((£8))) (9) of this section.

((26y)) (11) "Medical assistance" neans coverage under Title X X
of the federal Social Security Act (42 U S.C., Sec. 1396 et seq.) and
chapter 74.09 RCW

(((xH)) (12) "Medicare" neans coverage under Title XVIII of the
Social Security Act, (42 U S. C. Sec. 1395 et seq., as anended).

SHB 2279. SL p. 14
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((21)) (13) "Menber" means any conmerci al insurer which provides
disability insurance, any health care service contractor, and any
heal t h mai nt enance organi zation |licensed under Title 48 RCW "Menber"
shal |l al so nean, as soon as authorized by federal |aw, enployers and
other entities, including a self-funding entity and enpl oyee wel fare
benefit plans that provide health plan benefits in this state on or
after May 18, 1987. "Menber" does not include any insurer, health care
service contractor, or health maintenance organi zati on whose products
are exclusively dental products or those products excluded from the
definition of "health coverage"” set forth in subsection ((£8))) (9) of
this section.

((£3))) (14) "Network provider" nmeans a health care provider who
has contracted in witing with the pool adm nistrator to accept paynment
fromand to | ook solely to the pool according to the terns of the pool
heal t h pl ans.

((4)y)) (15 "Plan of operation”™ means the pool, including
articles, by-laws, and operating rules, adopted by the board pursuant
to RCW 48. 41. 050.

((£25))) (16) "Point of service plan" neans a benefit plan offered
by the pool under which a covered person may el ect to receive covered
services fromnetwork providers, or nonnetwork providers at a reduced
rate of benefits.

((£x6))) (17) "Pool"™ neans the Washington state health insurance
pool as created in RCW48. 41. 040.

((+H)) (18) "Substantially equivalent health plan"™ neans a
"health plan" as defined in subsection (({9))) (10) of this section
which, in the judgnent of the board or the admnistrator, offers
persons including dependents or spouses covered or meking application
to be covered by this pool an overall Ilevel of benefits deened
approximately equivalent to the m ni num benefits avail able under this
pool .

Sec. 7. RCW70.47.120 and 1987 1st ex.s. ¢ 5 s 14 are each anended
to read as foll ows:

In addition to the powers and duties specified in RCW70.47.040 and
70.47.060, the adm ni strator has the power to enter into contracts for
the follow ng functions and services:

(1) Wth public or private agencies, to assist the admnistrator in
her or his duties to design or revise the schedule of covered basic
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health care services, and/or to nonitor or eval uate the performance of
partici pati ng managed health care systens.

(2) Wth public or private agencies, to provide technical or
pr of essi onal assistance to health care providers, particularly public
or private nonprofit organizations and providers serving rural areas,
who show serious intent and apparent capability to participate in the
pl an as managed heal th care systens.

(3) Wth public or private agencies, including health care service
contractors regi stered under RCW 48. 44. 015, and doing business in the
state, for marketing and adm nistrative services in connection with
partici pation of managed health care systens, enroll nent of enroll ees,
billing and collection services to the admnistrator, and other
adm ni strative functions ordinarily perfornmed by health care service
contractors, other than insurance. Any activities of a health care
service contractor pursuant to a contract wwth the adm ni strator under
this section shall be exenpt from the provisions and requirenments of
Title 48 RCW except that persons appointed or authorized to solicit
applications for enrollnment in the basic health plan shall conply with
chapter 48.17 RCW

Sec. 8. RCW70.47.130 and 1994 c 309 s 6 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 requirenents of Title 48 RCW (;—except—as—provided—in

a [RO\A

health—plan)) except:
(a) Benefits as provided in RCW 70.47.070;

(b) Persons appointed or authorized to solicit applications for
enrollnment in the basic health plan, including enployees of the health
care authority, must conply with chapter 48.17 RCW For purposes of
this subsection (1)(b), "solicit" does not include distributing
informati on and applications for the basic health plan and responding
to questions; and
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(c) Amounts paid to a managed 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
plan nmust conply with RCW48. 14. 0201.

(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 premunms 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. 9. Sections 1 and 2 of this act are necessary
for the i medi ate preservation of the public peace, health, or safety,
or support of the state governnment and its existing public
institutions, and take effect July 1, 1997.

Passed the House April 27, 1997.

Passed the Senate April 27, 1997.

Approved by the Governor WMy 13, 1997, with the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State May 13, 1997.

Note: Governor’s explanation of partial veto is as foll ows:

"I amreturning herewith, wthout ny approval as to sections 3 and
4, Substitute House Bill No. 2279 entitl ed:

"AN ACT Relating to the basic health plan;"

| have vetoed sections 3 and 4 of SHB 2279 because they anend
sections of ESHB 2018 that | have already vetoed. Section 3 nmakes
reference to Section 203 of ESHB 2018 whi ch woul d have Iimted the open
enrol Il ment period for health insurance to two nonths per year. This
section represents a significant change to current policy and could
require individuals to wait as long as 13 nonths for regular health
i nsurance cover age.

Section 4 of SHB 2279 nakes reference to section 204 of ESHB 2108
whi ch woul d have all owed health carriers the option to discontinue or
nmodi fy a particular plan with ninety days’ notice to enrollees, with no
requi renent that conparable benefits be offered in another plan.
Again, this a significant change to current |aw which requires that
carriers may not discontinue a plan unless the carrier offers a
conpar abl e product as an alternative.

For these reasons, | have vetoed sections 3 and 4 of Substitute
House Bill No. 2279.

Wth the exception of sections 3 and 4, | am approvi ng Substitute
House Bill No. 2279."
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