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HOUSE BI LL 2121

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on

By Representatives DeBolt, Holnguist, Haigh, Canpbell, MIoscia,
Crouse, Hankins, Buri, Ericksen, Buck, Wallace, Dunn, Wods, Priest
and Ser ben

Read first tine 02/18/2005. Referred to Commttee on Health Care.

AN ACT Relating to health benefit plans; and anending RCW
48. 21. 045, 48.44.023, and 48. 46. 066.

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

Sec. 1. RCW48.21.045 and 2004 ¢ 244 s 1 are each anended to read
as follows:

(1) Notwi thstanding any other provision of this section, an insurer
offering any health benefit plan to a small enployer may offer snal
group health benefit plans that provide coverage for fifteen nandated
benefits required under this chapter. An enployee covered by such a
small group health benefit plan may select the fifteen nandated
benefits to be covered. |If an enployee requests a snmall group benefit
plan with nore than fifteen nandated benefits, the additional cost of
such coverage nust be split equally between the enployer and the
enpl oyee.

(2)(a) An insurer offering any health benefit plan to a small
enpl oyer, either directly or through an associ ation 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.
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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 snmall enployer 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
physi cian |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)) (3) 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
(()) (2) of this section. Al fornms, policies, and contracts shal
be submtted for approval to the comm ssioner, and the rates of any
pl an offered under this section shall be reasonable in relation to the
benefits thereto.

((3))) (4) Premium rates for health benefit plans for small
enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:

(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;

(1i1) 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)) (4).
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(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 small groups purchasing coverage.
However, annual rate adjustnents for each small group health benefit
plan may vary by up to plus or mnus four percentage points fromthe
overal |l adjustnent of a carrier's entire small group pool, such overall
adj ustnent to be approved by the conm ssioner, upon a show ng by the
carrier, certified by a nmenber of the Anmerican acadeny of actuaries
t hat : (i) The variation is a result of deductible |everage, benefit
design, or provider network characteristics; and (ii) for a rate
renewal period, the projected weighted average of all small group
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benefit plans will have a revenue neutral effect on the carrier's snal
group pool. Variations of greater than four percentage points are
subject to review by the comm ssioner, and nust be approved or denied
within sixty days of submittal. A variation that is not denied within
si xty days shall be deened approved. The comm ssioner nust provide to
the carrier a detailed actuarial justification for any denial wthin
thirty days of the denial.

((64)Y)) (5) Nothing in this section shall restrict the right of
enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

((65))) (6)(a) Except as provided in this subsection, requirenents
used by an insurer in determning whether to provide coverage to a
smal | enployer shall be applied uniformy anong all small enployers
applying for coverage or receiving coverage fromthe carrier.

(b) An insurer shall not require a mninum participation |evel
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 mninmum 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 applicabl e percentage of participation is net.

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

((66))) (7)) An insurer nust offer coverage to all eligible
enpl oyees of a snmall enployer and their dependents. An insurer nay not
of fer coverage to only certain individuals or dependents in a small
enpl oyer group or to only part of the group. An insurer 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.

((6H)) (8) As used in this section, "health benefit plan,"” "small
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enpl oyer,"” "adjusted comrunity rate,"” and "wellness activities" nean
the same as defined in RCWA48. 43. 005.

Sec. 2. RCW48.44.023 and 2004 c 244 s 7 are each anended to read
as follows:

(1) Notwi thstanding any other provision of this section, an insurer
offering any health benefit plan to a small enployer may offer snal
group health benefit plans that provide coverage for fifteen nandated
benefits required under this chapter. An enployee covered by such a
small group health benefit plan may select the fifteen nandated
benefits to be covered. |If an enployee requests a snmall group benefit
plan wth nore than fifteen nandated benefits, the additional cost of
such coverage nust be split equally between the enployer and the
enpl oyee.

(2)(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 fornmed specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal |l 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 wunder 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 comm 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 requirements of RCW 48. 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)) (3) 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
of fered under subsection ((H)) (2) of this section. Al forns,
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policies, and contracts shall be submtted for approval to the
comm ssioner, and the rates of any plan offered under this section
shall be reasonable in relation to the benefits thereto.

((3))) (4) Premium rates for health benefit plans for small
enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:

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

(1) Geographic area;

(1i1) 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)) (4).

(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.
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(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 mbursenent 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.
However, annual rate adjustnents for each small group health benefit
plan may vary by up to plus or mnus four percentage points fromthe
overall adjustnent of a carrier's entire small group pool, such overall
adj ustnent to be approved by the conm ssioner, upon a show ng by the
carrier, certified by a nmenber of the Anmerican acadeny of actuaries
t hat : (i) The variation is a result of deductible |everage, benefit
design, or provider 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 snal
group pool. Variations 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
si xty days shall be deened approved. The comm ssioner nust provide to
the carrier a detailed actuarial justification for any denial wthin
thirty days of the denial.

((64)y)) (5) Nothing in this section shall restrict the right of
enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

((65))) (6)(a) Except as provided in this subsection, requirenents
used by a contractor in determi ning whether to provide coverage to a
smal |l enployer shall be applied uniformy anong all small enployers
applying for coverage or receiving coverage fromthe carrier.

(b) A contractor shall not require a mninum participation |eve
greater than:
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(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 small
enpl oyer has been accepted for coverage.

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

Sec. 3. RCW48.46.066 and 2004 c 244 s 9 are each anended to read
as follows:

(1) Notwi thstanding any other provision of this section, an insurer
offering any health benefit plan to a small enployer may offer snal
group health benefit plans that provide coverage for fifteen nandated
benefits required under this chapter. An enployee covered by such a
small group health benefit plan may select the fifteen nandated
benefits to be covered. |If an enployee requests a snmall group benefit
plan with nore than fifteen nandated benefits, the additional cost of
such coverage nust be split equally between the enployer and the
enpl oyee.

(2)(a) A health mintenance organization offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group fornmed 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
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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)) (3) Nothing in this section shall prohibit a health
mai nt enance organi zation from offering, or a purchaser from seeking,
heal th benefit plans with benefits in excess of the health benefit plan
of fered under subsection ((H)) (2) of this section. Al forns,
policies, and contracts shall be submtted for approval to the
comm ssioner, and the rates of any plan offered under this section
shall be reasonable in relation to the benefits thereto.

((3))) (4) Premium rates for health benefit plans for small
enpl oyers as defined in this section shall be subject to the foll ow ng
provi si ons:

(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;

(1i1) Famly size;

(1i1) 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 health maintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
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nmedi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection ((£31)) (4).

(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.
However, annual rate adjustnents for each small group health benefit
plan may vary by up to plus or mnus four percentage points fromthe
overal |l adjustnent of a carrier's entire small group pool, such overall
adj ustnent to be approved by the conm ssioner, upon a show ng by the
carrier, certified by a nmenber of the Anmerican acadeny of actuaries
t hat : (i) The variation is a result of deductible |everage, benefit
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design, or provider 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 snal
group pool. Variations of greater than four percentage points are
subject to review by the comm ssioner, and nust be approved or denied
within sixty days of submittal. A variation that is not denied within
si xty days shall be deened approved. The comm ssioner nust provide to
the carrier a detailed actuarial justification for any denial wthin
thirty days of the denial.

((64)Y)) (5) Nothing in this section shall restrict the right of
enpl oyees to collectively bargain for insurance providing benefits in
excess of those provided herein.

((65))) (6)(a) Except as provided in this subsection, requirenents
used by a health maintenance organization in determning whether to
provi de coverage to a small enployer shall be applied uniformy anong
all small enployers applying for coverage or receiving coverage from
the 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

(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 small 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 health mintenance organization may not increase any
requirenent for mninum enployee participation or nodify any
requi rement for mninum enployer contribution applicable to a small
enpl oyer at any tine after the small enployer has been accepted for
cover age.

((66))) (7) A health nmaintenance organi zati on nust offer coverage
to all eligible enployees of a snall enployer and their dependents. A
heal t h mai nt enance organi zati on may not offer coverage to only certain
i ndi viduals or dependents in a small enployer group or to only part of
the group. A health maintenance organization may not nodify a health
plan with respect to a small enployer or any eligible enployee or
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1 dependent, through riders, endorsenents or otherwise, to restrict or
2 excl ude coverage or benefits for specific diseases, nedical conditions,
3 or services otherwi se covered by the plan.

~-- END ---
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