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HOUSE BI LL 1221

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on
By Representatives Cody, Schual-Berke, Mrrell, Kessler, Sinpson,
Canpbel |, WIllians, Chase, Dickerson, Kenney, OBrien, dibborn,

Conway, Sells, Kagi, Onmsby, Mintire, Upthegrove and Kilner; by
request of Governor Gegoire

Read first tine 01/18/2005. Referred to Commttee on Health Care.

AN ACT Relating to private participation in public enployees
benefits board prograns; anendi ng RCW41.05.011 and 41. 05.021; adding
a new section to chapter 41.05 RCW and creating a new section.

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

NEW SECTION. Sec. 1. (1) The legislature finds that rmany
enpl oyers want to provide conprehensive health benefits to their
enpl oyees. However, enpl oyers, particularly small enpl oyers,
consistently report that cost is a significant barrier to their
of fering health insurance coverage to their workers. The high cost of
health insurance coverage for small enployers is due in part to the
costs associated with marketing and adm ni stering health benefit plans
for small groups. Some of these costs could be avoided by
participation in a |arge purchasing group.

(2) The legislature intends to expand health benefit plan options
avai lable to enployers by offering them the opportunity to enroll in
prograns admnistered by the health care authority. This option
provi des enployers with the opportunity to benefit from participation
in a large purchasing pool that is able to negotiate favorable prem um
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rates and inprovenents in the quality of health care services provided
to enroll ees.

Sec. 2. RCW41.05.011 and 2001 ¢ 165 s 2 are each anended to read
as follows:

Unl ess the context clearly requires otherwise, the definitions in
this section shall apply throughout this chapter.

(1) "Adm nistrator" nmeans the adm nistrator of the authority.

(2) "State purchased health care" or "health care" neans nedica
and health care, pharnmaceuticals, and nedical equi pnent purchased with
state and federal funds by the departnent of social and health
services, the departnent of health, the basic health plan, the state
health care authority, the departnent of |abor and industries, the
departnment of corrections, the departnment of veterans affairs, and
| ocal school districts.

(3) "Authority" neans the Washington state health care authority.

(4) "Insuring entity" means an insurer as defined in chapter 48.01
RCW a health care service contractor as defined in chapter 48.44 RCW
or a health mai ntenance organi zation as defined in chapter 48.46 RCW

(5 "Flexible benefit plan" nmeans a benefit plan that allows
enpl oyees to choose the |level of health care coverage provided and the
anount of enpl oyee contributions from anong a range of choices offered
by the authority.

(6) "Enployee" includes all full-time and career seasonal enpl oyees
of the state, whether or not covered by civil service; elected and
appointed officials of the executive branch of governnent, including
full-time nmenbers of boards, conmm ssions, or commttees; and includes
any or all part-tine and tenporary enployees under the ternms and
conditions established under this chapter by the authority; justices of
t he suprenme court and judges of the court of appeals and the superior
courts; and nmenbers of the state legislature or of the legislative
authority of any county, city, or town who are elected to office after
February 20, 1970. " Enpl oyee" al so includes: (a) Enployees of a
county, municipality, or other political subdivision of the state if
the legislative authority of the county, nmunicipality, or other
political subdivision of the state seeks and receives the approval of
the authority to provide any of its insurance prograns by contract with
the authority, as provided in RCW41.04. 205; (b) enpl oyees of enpl oyee
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organi zations representing state civil service enpl oyees, at the option
of each such enployee organization, and, effective Cctober 1, 1995,
enpl oyees of enpl oyee organi zations currently pooled with enpl oyees of
school districts for the purpose of purchasing insurance benefits, at
the option of each such enpl oyee organi zation; and (c) enpl oyees of a
school district if the authority agrees to provide any of the schoo

districts' insurance prograns by contract with the authority as
provided in RCW 28A. 400. 350. For the purposes of section 3 of this
act, "enpl oyee" neans a person enployed by a private enpl oyer who seeks
and receives the approval of the authority to provide health coverage
through its insurance prograns.

(7) "Board" nmeans the public enployees' benefits board established
under RCW 41. 05. 055.

(8) "Retired or disabled school enployee" neans:

(a) Persons who separated fromenploynent with a school district or
educational service district and are receiving a retirenment all owance
under chapter 41.32 or 41.40 RCWas of Septenber 30, 1993;

(b) Persons who separate fromenploynent with a school district or
educational service district on or after Cctober 1, 1993, and
i medi ately wupon separation receive a retirenment allowance under
chapter 41.32, 41.35, or 41.40 RCW

(c) Persons who separate fromenploynment with a school district or
educational service district due to a total and permanent disability,
and are eligible to receive a deferred retirement allowance under
chapter 41.32, 41.35, or 41.40 RCW

(9) "Benefits contribution plan" nmeans a premumonly contribution
plan, a nedical flexible spending arrangenent, or a cafeteria plan
whereby state and public enployees nay agree to a contribution to
benefit costs which will allow the enployee to participate in benefits
offered pursuant to 26 U S . C. Sec. 125 or other sections of the
i nternal revenue code.

(10) "Salary" nmeans a state enployee's nonthly salary or wages.

(11) "Participant” neans an individual who fulfills the eligibility
and enrol I ment requirenments under the benefits contribution plan.

(12) "Plan year" neans the tinme period established by the
authority.

(13) "Separated enployees”™ neans persons who separate from
enpl oynent with an enpl oyer as defined in:
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(a) RCW41.32.010(11) on or after July 1, 1996; or

(b) RCW41.35.010 on or after Septenber 1, 2000; or

(c) RCW41.40.010 on or after March 1, 2002;
and who are at least age fifty-five and have at |east ten years of
service under the teachers' retirenent systemplan 3 as defined in RCW
41. 32.010(40), the Washi ngton school enpl oyees' retirenment system plan
3 as defined in RCW 41.35.010, or the public enployees' retirenent
system plan 3 as defined in RCW41. 40. 010.

(14) "Emergency service personnel killed in the line of duty" neans
| aw enforcenent officers and fire fighters as defined in RCW41. 26. 030,
and reserve officers and fire fighters as defined in RCW41.24.010 who
die as a result of injuries sustained in the course of enploynent as
determ ned consistent wwth Title 51 RCWby the departnent of |abor and
i ndustri es.

(15) "Private enployer" includes a person, firm corporation,
partnership, association, sole proprietor, or self-enployed individual
that is actively engaged in business that, on at least fifty percent of
its working days during the preceding calendar quarter, enployed at
| east two enployees, with a normal work week of thirty or nore hours,
the majority of whom were enployed and resided within this state, and
is not fornmed primarily for purposes of buying health insurance and in
which a bona fide enpl oyer-enpl oyee relationship exists.

NEW SECTION. Sec. 3. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) The adm nistrator shall:

(a) Establish an opportunity for private enployers to provide
heal th coverage to thensel ves and their dependents, and their enpl oyees
and their enpl oyees' dependents, as offered under this chapter;

(b) Require private enployers to submt an application to
participate as provided under this chapter; and

(c) Review and approve or deny applications fromprivate enpl oyers
to provide health coverage for thenselves and their dependents, and
their enployees and their enployees' dependents.

(2) Amounts paid by a private enployer for coverage under this
chapter shall include an anbunt determ ned by the adm nistrator to pay
such admnistrative expenses of the authority as are necessary to
adm ni ster plans for covered persons under this section.
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(3) Private enployer groups whose applications for coverage are
accepted by the authority shall be included in the single community-
rated risk pool established under RCW 41. 05. 022.

(4) If the admnistrator at any tinme determnes that the
participation of a private enployer covered under this chapter
adversely inpacts insurance rates for state enpl oyees, t he
adm nistrator shall inplenment limtations on the participation of
addi tional private enpl oyers.

(5 The admnistrator may design, establish rates for, and
i npl erent additional benefit plans exclusively for private enployers
who enroll under this section.

Sec. 4. RCW41.05.021 and 2002 ¢ 142 s 1 are each anended to read
as follows:
(1) The Washington state health care authority is created within

the executive branch. The authority shall have an adm nistrator
appointed by the governor, wth the consent of the senate. The
adm nistrator shall serve at the pleasure of the governor. The

adm ni strator may enploy up to seven staff nenbers, who shall be exenpt
from chapter 41.06 RCW and any additional staff nenbers as are
necessary to adm nister this chapter. The adm nistrator nmay del egate
any power or duty vested in him or her by this chapter, including
authority to make final decisions and enter final orders in hearings
conduct ed under chapter 34.05 RCW The primary duties of the authority
shall be to: Adm ni ster state enployees' insurance benefits and
retired or disabled school enployees' insurance benefits; adm nister
the basic health plan pursuant to chapter 70.47 RCW study state-
purchased health care prograns in order to nmaxi mze cost containnment in
these prograns while ensuring access to quality health care; and
i npl enment state initiatives, j oi nt purchasi ng strategies, and
techni ques for efficient adm nistration that have potential application
to all state-purchased health services. The authority's duties
i nclude, but are not limted to, the follow ng:

(a) To admi nister health care benefit prograns for enployees and
retired or disabled school enployees as specifically authorized in RCW
41.05.065 and in accordance wth the nethods described in RCW
41. 05. 075, 41.05.140, and other provisions of this chapter;
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(b) To admnister health care benefits prograns for private
enployers as specifically authorized in section 3 of this act in
accordance wth the nethods described in RCW41.05.075, 41.05.140, and
other provisions of this chapter;

(c) To analyze state-purchased health care prograns and to explore
options for cost containment and delivery alternatives for those
prograns that are consistent with the purposes of those prograns,
i ncluding, but not limted to:

(1) Creation of economc incentives for the persons for whom the
state purchases health care to appropriately wutilize and purchase
health care services, including the devel opnent of flexible benefit
plans to offset increases in individual financial responsibility;

(i) Uilization of provider arrangenents that encourage cost
containnment, including but not limted to prepaid delivery systens,
utilization review, and prospective paynent nethods, and that ensure
access to quality care, including assuring reasonable access to | ocal
providers, especially for enployees residing in rural areas;

(iii1) Coordination of state agency efforts to purchase drugs
effectively as provided in RCW 70. 14. 050;

(i1v) Developnment of recomendations and nethods for purchasing
medi cal equi pnent and supporting services on a volune di scount basis;
and

(v) Devel opnent of data systens to obtain utilization data from
st at e- purchased health care prograns in order to identify cost centers,
utilization patterns, provider and hospital practice patterns, and
procedure costs, utilizing the information obtained pursuant to RCW
41. 05. 031;

((£ey)) (d) To analyze areas of public and private health care
i nteraction;

((4)y)) (e) To provide information and technical and adm nistrative
assi stance to the board;

((y)) (f) To review and approve or deny applications from
counties, nunicipalities, and other political subdivisions of the state
to provide state-sponsored insurance or self-insurance progranms to
their enployees in accordance with the provisions of RCW 41.04. 205,
setting the premumcontribution for approved groups as outlined in RCW
41. 05. 050;
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((6)) (9) To appoint a health care policy technical advisory
commttee as required by RCW41. 05. 150;

((e0)) (h) To establish billing procedures and collect funds from
school districts and educational service districts under RCW
28A.400.400 in a way that mnimzes the admnistrative burden on
districts;

(())) (1) To publish and distribute to nonparticipating schoo
districts and educational service districts by COctober 1lst of each year
a description of health care benefit plans available through the
authority and the estimated cost if school districts and educationa
service district enployees were enrolled; and

((6)) (1) To promulgate and adopt rules consistent with this
chapter as described in RCW41. 05. 160.

(2) On and after January 1, 1996, the public enployees' benefits
board may inplenent strategies to pronote nanaged conpetition anong
enpl oyee health benefit plans. Strategies may include but are not
limted to:

(a) Standardizing the benefit package;

(b) Soliciting conpetitive bids for the benefit package;

(c) Limting the state's contribution to a percent of the | owest
priced qualified plan within a geographical areas,;

(d) Monitoring the inpact of the approach under this subsection
with regards to: Efficiencies in health service delivery, cost shifts
to subscribers, access to and choi ce of managed care pl ans statew de,
and quality of health services. The health care authority shall also
advi se on the value of adm nistering a benchmark enpl oyer-nmanaged pl an
to pronote conpetition anong nanaged care pl ans.

--- END ---
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