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SECOND SUBSTI TUTE HOUSE BI LL 2537

AS AMENDED BY THE SENATE
Passed Legislature - 2008 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By House Appropriations (originally sponsored by Representatives
Cody, Hasegawa, Kenney, Morrell, Geen, and Loom s)

READ FI RST TI ME 02/ 12/ 08.

AN ACT Relating to nodifications to the health insurance
partnership statute necessary for tinely inplenentation of the health
i nsurance partnership; anendi ng RCW70. 47A. 020, 70.47A. 030, 70.47A. 040,
70.47A. 070, 70.47A 110, 48.21.045, 48.44.023, and 48.46.066; and
creating a new section.

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

Sec. 1. RCW70.47A.020 and 2007 ¢ 260 s 2 are each anended to read
as follows:

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

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

(2) "Board" neans the health insurance partnership board
established in RCW 70. 47A. 100.

(3) "Eligible partnership participant” neans ((an—+ndividual)) a
partnership participant who:

(a) Is aresident of the state of Washi ngton; and
(b) Has famly incone that does not exceed two hundred percent of

p. 1 2SHB 2537. SL
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the federal poverty level, as determned annually by the federal
department of health and human servi ces((:—and

enployfeAt) ) .

(4) "Health benefit plan" has the sanme neaning as defined in RCW
48. 43. 005.

(5 "Participating small enployer”™ neans a small enployer that
( { enploys—at—least—one—ebgt-ble—partnership—participant—and) )  has
entered into an agreenent with the partnershlp ((#e#—%he—pa#%ne#sh+9—#e

enrolHees—in—the—plan)) to purchase health benefits through the

part nership. To participate in the partnership, an enployer nust
attest to the fact that (a) the enployer does not currently offer
health insurance to its enployees, and (b) at least fifty percent of
the enpl oyer's enpl oyees are | ow wage workers.

(6) "Part nership" means the health insurance partnership
established in RCW 70. 47A. 030.

(7) "Partnership participant” neans ((an—enployee)) a participating
smal | enpl oyer and enpl oyees of a participating small enployer, ((e+))
and, except to the extent provided otherwise in RCW 70.47A. 110(1)(e),
a fornmer enployee of a participating small enployer who chooses to
continue receiving coverage through the partnership follow ng
separation from enpl oynent.

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

(9) "Subsidy" or "prem um subsidy" neans paynent or reinbursenent
to an eligible partnership participant toward the purchase of a health
benefit plan, and may include a net billing arrangenent with insurance
carriers or a prospective or retrospective paynent for health benefit
pl an prem uns.

Sec. 2. RCW 70.47A.030 and 2007 c¢ 259 s 58 are each anended to
read as foll ows:

(1) To the extent funding is appropriated in the operating budget
for this purpose, the health insurance partnership is established. The

2SHB 2537. SL p. 2
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adm ni strator shall be responsible for the inplenentati on and operation
of the health insurance partnership, directly or by contract. The
adm nistrator shall offer premum subsidies to eligible partnership
participants under RCW 70.47A. 040. The partnership shall begin to
offer coverage no later than March 1, 2009.

(2) Consistent with policies adopted by the board under ((seetten
59 o this—aet)) RCW 70.47A. 110, the adm nistrator shall, directly or
by contract:

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

(b) Establish and adm nister procedures for health benefit plan
enroll ment by enployees of small enployers during open enrollnent
peri ods and outside of open enroll nent periods upon the occurrence of
any qualifying event specified in the federal health insurance
portability and accountability act of 1996 or applicable state |aw
((Neither)) Except to the extent authorized in RCW 70.47A. 110(1)(e),
neither the enployer nor the partnership shall limt an enployee's
choi ce of coverage fromanong ((aH)) the health benefit plans offered
t hr ough the partnership;

{&y)) Establish and manage a system of collecting and transmtting
to the applicable carriers all prem um paynents or contributions nmade
by or on behalf of partnership participants, including enployer

p. 3 2SHB 2537. SL
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contri butions, automati c payr ol | deduct i ons for partnership
participants, prem um subsidy paynents, and contributions from
phi | ant hr opi es;

((£e)y)) (d) Establish and nmnage a system for determ ning
eligibility for and maki ng prem um subsi dy paynents under chapter 259,
Laws of 2007,

((6)) (e) Establish a nechanismto apply a surcharge to ((aH))
each health benefit plan((s)) purchased through the partnership, which
shall be used only to pay for adm nistrative and operational expenses
of the partnership. The surcharge nust be applied uniformy to al
health benefit plans ((etfered)) purchased through the partnership

. . . henef it plan)).
Any surcharge anmount may be added to the premium but shall not be
considered part of the small group community rate, and shall be applied
only to the coverage purchased through the partnership. Surcharges may
not be used to pay any prem um assi stance paynents under this chapter.
The surcharge shall reflect admnistrative and operational expenses
remaining after any appropriation provided by the legislature to
support admi nistrative or operational expenses of the partnership
during the year the surcharge is assessed;

((¢y)) (f) Design a schedule of premum subsidies that is based
upon gross famly incone, giving appropriate consideration to famly
size and the ages of all famly nenbers based on a benchmark health
benefit plan designated by the board. The amount of an eligible
partnership participant's premum subsidy shall be determned by
applying a sliding scale subsidy schedule with the percentage of
premum simlar to that developed for subsidized basic health plan
enrol |l ees under RCW 70. 47. 060. The subsidy shall be applied to the
enpl oyee's prem um obligation for his or her health benefit plan, so
that enpl oyees benefit financially from any enployer contribution to
the cost of their coverage through the partnershinp.

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

( (and—m he in ded in the nremumfor e

Sec. 3. RCW70.47A. 040 and 2007 c¢c 260 s 6 are each anended to read
as foll ows:

2SHB 2537. SL p. 4
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Begi nni ng ((Septerber—1—2008)) January 1, 2009, the adm nistrator

shal |l accept applications from eligible partnership participants, on
behal f of thensel ves, their spouses, and their dependent children, to
receive prem um subsidies through the health insurance partnership.
Every effort shall be nade to coordinate premum subsidies for
dependent children with federal funding available under Title Xl X and
Title XXI of the federal social security act, consistent with the
requi renents established in RCW 74.09.470(4) for the enpl oyer-sponsored
i nsurance program at the departnent of social and health services.

Sec. 4. RCW70.47A.070 and 2006 ¢ 255 s 7 are each anmended to read
as follows:

The adm nistrator shall report biennially, beginning Novenber 1,
2010, to the relevant policy and fiscal conmttees of the |legislature
on the effectiveness and efficiency of the ((swalH—enploeyer)) health
i nsurance partnership program including enrollnment trends, the
services and benefits covered under the purchased health benefit plans,
consuner satisfaction, and other program operational issues.

Sec. 5. RCW70.47A. 110 and 2007 ¢ 260 s 5 are each anended to read
as follows:

(1) The health insurance partnership board shall:

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

(b) Designate health benefit plans that are currently offered in
the small group market that will be offered to participating smal
enpl oyers through the health insurance partnership and those plans that
will qualify for prem um subsidy paynents. ((A—east—four)) Up to
five health benefit plans shall be chosen, with nultiple deductible and
poi nt - of -servi ce cost-sharing options. The health benefit plans shal
range from catastrophic to conprehensive coverage, and one health
benefit plan shall be a high deductible health plan acconpanied by a
heal th savings account. Every effort shall be nade to include health

p. 5 2SHB 2537. SL
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benefit plans that include conponents to maxim ze the quality of care
provided and result in inproved health outcones, such as preventive
care, wellness incentives, chronic care nmnagenent services, and
provi der network devel opnent and paynent policies related to quality of
care;

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

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

(e) Develop policies related to partnership participant enroll nent
in health benefit plans. The board may focus its initial efforts on
access to coverage and affordability of coverage for participating
small enployers and their enployees. To the extent necessary for
successful inplenentation of the partnership, during a start-up phase
of partnership operation, the board may:

(i) Limt partnership participant health benefit plan choice; and

(ii) Ofer forner enployees of participating snmall enployers the
opportunity to continue coverage after separation from enploynent to
the extent that a forner enployee is eligible for continuation coverage
under 29 U. S. C. Sec. 1161 et seq.

The start-up phase may not exceed two years from the date the
partnership begins to offer coverage;

(f) Determne appropriate health benefit plan rating nethodol ogi es.
The met hodol ogi es shall be based on the snmall group adjusted community
rate as defined in Title 48 RCW The board shall evaluate the inpact
of applying the small group adjusted comunity rating ((wth))
net hodol ogy to health benefit plans purchased through the partnership

on the ((partnership)) principle of allowing each ((enrptoyee))
partnership participant to choose ((thei+)) his or her health benefit

plan, and ((eoenstder—options)) nmy inplenent one or nore risk
adj ustnent or reinsurance nechanisns to reduce uncertainty for carriers
and provide for efficient risk mnanagenent of high-cost enrollees
((through risk adjustnent, reinsurance, or other nechanisns));

((8))) (g) Determ ne whether the partnership should be desi gnated
as the adm nistrator of a participating small enployer health benefit
plan and undertake the obligations required of a plan admnistrator
under federal law in order to mnimze admnistrative burdens on
participating snmall enployers;

2SHB 2537. SL p. 6
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(h) Conduct anal yses and provide recommendati ons as requested by
the |l egislature and the governor, with the assistance of staff fromthe
health care authority and the office of the insurance conm ssioner.

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

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

Sec. 6. RCWA48.21.045 and 2007 ¢ 260 s 7 are each anended to read
as follows:

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

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |licensed 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 through 48.21.197, 48. 21. 200,
48.21. 220, 48.21.225, 48.21.230, 48.21.235, ((48-21-246,)) 48.21.244,
48. 21. 250, 48.21.300, 48.21.310, or 48.21.320.

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

p. 7 2SHB 2537. SL
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offered under this section shall be reasonable in relation to the
benefits thereto.

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

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

(1) Geographic area;

(1i) 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 insurer shall be permtted to develop separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenents of this
subsection (3).

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

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

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

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

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

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

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

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

2SHB 2537. SL p. 8
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(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 small groups purchasing coverage,
including the small group participants in the health insurance
partnership established in RCW 70.47A. 030. However, annual rate
adj ustnments for each small group health benefit plan may vary by up to
pl us or m nus four percentage points fromthe overall adjustnent of a
carrier's entire small group pool, such overall adjustnment to be
approved by the comm ssioner, upon a showing by the carrier, certified
by a nmenber of the Anmerican acadeny of actuaries that: (i) The
variation is a result of deductible |everage, benefit design, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's small group pool.
Vari ations of greater than four percentage points are subject to review
by the comm ssioner, and nust be approved or denied within sixty days
of submttal. A variation that is not denied within sixty days shal
be deened approved. The comm ssioner nust provide to the carrier a
detailed actuarial justification for any denial within thirty days of
t he deni al

(J) For health benefit plans purchased through the health insurance
partnership established in chapter 70.47A RCW

(1) Any surcharge established pursuant to RCW 70.47A 030(2)(e)
shall be applied only to health benefit plans purchased through the
health insurance partnership; and

(ii) Risk adjustnment or reinsurance nechani sns may be used by the
health insurance partnership programto redistribute funds to carriers
participating in the health i nsurance partnership based on differences
in risk attributable to individual choice of health plans or other

p. 9 2SHB 2537. SL
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factors unique to health insurance partnership participation. Use of
such nmechanisns shall be limted to the partnership program and wl|
not affect small group health plans offered outside the partnership.

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

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

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

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

(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 applicable percentage of participation is net.

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

(e) Mninmum participation requirenments and enployer premum
contribution requirenents adopted by the health insurance partnership
board under RCW 70.47A.110 shall apply only to the enployers and
enpl oyees who purchase health benefit plans through the health
i nsurance partnership.

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

2SHB 2537. SL p. 10
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(7) As wused in this section, "health benefit plan," "small
enpl oyer," "adjusted community rate,"” and "wellness activities" nean
the sane as defined in RCW48. 43. 005.

Sec. 7. RCWA48.44.023 and 2007 ¢ 260 s 8 are each anended to read
as follows:

(1)(a) A health care services contractor offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group forned specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal | enployer a health benefit plan featuring a limted schedul e of
covered health care services. Nothing in this subsection shal
preclude a contractor from offering, or a small enployer from
pur chasi ng, other health benefit plans that may have nore conprehensive
benefits than those included in the product offered 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 |licensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirenents of RCW48. 44. 225, 48. 44. 240, 48. 44. 245, 48. 44. 290,
48. 44. 300, 48.44.310, 48.44.320, 48.44.325, 48.44.330, 48.44.335,
((48-44-340-)) 48.44.344, 48.44.360, 48.44.400, 48.44.440, 48.44.450,
and 48. 44. 460.

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

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

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

(1) Geographic area;

(1i) Famly size;

p. 11 2SHB 2537. SL
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(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 contractor shall be permtted to devel op separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer . Both rates shall be subject to the requirenents of this
subsection (3).

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

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

(f) The rate charged for a health benefit plan offered under this
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 mbursenent schedules or type of network. This subsection does not

2SHB 2537. SL p. 12



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNNMNDNMNMNMNNNMNPPRPPRPPRPPRPERPEPRPPRPPREPE
N o oA WNEFE OO 0o N0 WDNPE OO oo N oW DNNBEe o

restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.
(i) Adjusted comunity rates established under this section shal

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

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

(J) For health benefit plans purchased through the health insurance
partnership established in chapter 70.47A RCW

(1) Any surcharge established pursuant to RCW 70.47A 030(2)(e)
shall be applied only to health benefit plans purchased through the
health insurance partnership; and

(ii) Risk adjustnment or reinsurance nechani sns may be used by the
health insurance partnership programto redistribute funds to carriers
participating in the health i nsurance partnership based on differences
in risk attributable to individual choice of health plans or other
factors unique to health insurance partnership participation. Use of
such nmechanisns shall be limted to the partnership program and wl|
not affect small group health plans offered outside the partnership.

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

(5)(a) Except as provided in this subsection, requirenments used by

p. 13 2SHB 2537. SL
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a contractor in determning whether to provide coverage to a snal
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier.

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

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

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

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

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

(e) Mninmum participation requirenments and enployer premum
contribution requirenents adopted by the health insurance partnership
board under RCW 70.47A.110 shall apply only to the enployers and
enpl oyees who purchase health benefit plans through the health
i nsurance partnership.

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

Sec. 8. RCW48.46.066 and 2007 ¢ 260 s 9 are each anended to read
as follows:

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

2SHB 2537. SL p. 14
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covered health care services. Nothing in this subsection shal
preclude a health mai ntenance 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 requirenents of RCW 48. 46. 275, 48. 46. 280, 48. 46. 285,
((48—46-—2906,)) 48.46.350, 48.46.355, 48.46.375, 48.46.440, 48.46. 480,
48. 46. 510, 48.46.520, and 48. 46. 530.

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

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

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

(1) Geographic area;

(1i) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection 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 nmaintenance 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

p. 15 2SHB 2537. SL
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nmedi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection (3).

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

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

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

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

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

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

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

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

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

(i) Adjusted community rates established under this section shal

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

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

2SHB 2537. SL p. 16
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by a nmenber of the Anmerican acadeny of actuaries that: (i) The
variation is a result of deductible |everage, benefit design, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's small group pool.
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 sixty days shal
be deened approved. The comm ssioner nust provide to the carrier a
detailed actuarial justification for any denial within thirty days of
t he deni al

(J) For health benefit plans purchased through the health insurance
partnership established in chapter 70.47A RCW

(1) Any surcharge established pursuant to RCW 70.47A 030(2)(e)
shall be applied only to health benefit plans purchased through the
health insurance partnership; and

(ii) Risk adjustnment or reinsurance nechani sns may be used by the
health insurance partnership programto redistribute funds to carriers
participating in the health i nsurance partnership based on differences
in risk attributable to individual choice of health plans or other
factors unique to health insurance partnership participation. Use of
such nmechanisns shall be limted to the partnership program and wl|
not affect small group health plans offered outside the partnership.

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

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

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

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

(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
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a small enployer, a small enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

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

(e) Mninmum participation requirenments and enployer premum
contribution requirenents adopted by the health insurance partnership
board under RCW 70.47A.110 shall apply only to the enployers and
enpl oyees who purchase health benefit plans through the health
i nsurance partnership.

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

NEW SECTION. Sec. 9. If specific funding for the purposes of this
act, referencing this act by bill or chapter nunber, is not provided by
June 30, 2008, in the ommi bus appropriations act, this act is null and

voi d.

Passed by the House March 10, 2008.

Passed by the Senate March 7, 2008.

Approved by the Governor March 25, 2008.

Filed in Ofice of Secretary of State March 25, 2008.

2SHB 2537. SL p. 18



	Section 1.
	Section 2.
	Section 3.
	Section 4.
	Section 5.
	Section 6.
	Section 7.
	Section 8.
	Section 9.

