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SUBSTI TUTE HOUSE BI LL 2666

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 Health Care & Wllness (originally sponsored by
Representatives Mrrell, Cody, MCoy, Geen, Hunt, Wallace, Pedersen,
Moel l er, Mcintire, Barlow, Conway, Sinpson, and Darneille)

READ FI RST TI ME 02/ 04/ 08.

AN ACT Relating to long-termcare insurance; anmendi ng RCW 48. 84. 010
and 48.85.010; reenacting and anending RCW 48.43.005; adding a new
chapter to Title 48 RCW prescribing penalties; and providing an
effective date.

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

NEW SECTION. Sec. 1. The intent of this chapter is to pronote the
public interest, support the availability of |long-term care coverage,
establish standards for long-term care coverage, facilitate public
under standi ng and conparison of long-term care contract benefits,
protect persons insured under long-term care insurance policies and
certificates, protect applicants for long-term care policies from
unfair or deceptive sales or enrollnent practices, and provide for
flexibility and innovation in the developnent of long-term care
i nsurance cover age.

NEW SECTION. Sec. 2. This chapter applies to all long-termcare
i nsurance policies, contracts, or riders delivered or issued for
delivery in this state on or after January 1, 2009. This chapter does
not supersede the obligations of entities subject to this chapter to
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conply with other applicable laws to the extent that they do not
conflict wwth this chapter, except that |aws and regul ati ons desi gned
and intended to apply to nedi care suppl enent insurance policies shal
not be applied to long-term care insurance.

(1) Coverage advertised, marketed, or offered as long-term care
i nsurance shall conply wth the provisions of this chapter. Any
coverage, policy, or rider advertised, marketed, or offered as |ong-
termcare or nursing honme insurance shall conply with the provisions of
this chapter.

(2) Individual and group long-termcare contracts issued prior to
January 1, 2009, remain governed by chapter 48.84 RCWand rul es adopted
t her eunder.

(3) This chapter is not intended to prohibit approval of long-term
care funded through life insurance.

NEW SECTION. Sec. 3. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Applicant” neans: (a) In the case of an individual |ong-term
care insurance policy, the person who seeks to contract for benefits;
and (b) in the case of a group long-term care insurance policy, the
proposed certificate hol der.

(2) "Certificate" includes any certificate issued under a group
| ong-term care insurance policy that has been delivered or issued for
delivery in this state.

(3) "Conm ssioner"” neans the insurance comm ssioner of WAashi ngton
state.

(4) "lssuer" includes insurance conpanies, fraternal benefit
societies, health <care service contractors, heal th mai nt enance
organi zations, or other entity delivering or issuing for delivery any
| ong-termcare insurance policy, contract, or rider.

(5) "Long-termcare insurance" neans an insurance policy, contract,
or rider that is advertised, marketed, offered, or designed to provide
coverage for at |east twelve consecutive nonths for a covered person.
Long-term care insurance naybe on an expense incurred, indemity,
prepaid, or other basis, for one or nore necessary or nedically
necessary di agnosti c, preventi ve, t herapeuti c, rehabilitative,
mai nt enance, or personal care services, provided in a setting other
than an acute care unit of a hospital. Long-term care insurance

SHB 2666. SL p. 2



©O© 00 N O Ol WDN P

W W W W W W W WwWw WwWNDNDNDNDDDNDNDNDDNDNMDNMNDNNNMNdMNMNPEPEPRPPRPPRPRPRPRPRPRERPR
0O N Ol WNPEFP O OOWwNOD O P WNPEPOOMOWWNO OoPMwDNDE,Oo

i ncludes any policy, contract, or rider that provides for paynent of
benefits based upon cognitive inpairnent or the |oss of functiona
capacity.

(a) Long-term care insurance includes group and individual
annuities and life insurance policies or riders that provide directly
or supplenment long-term care insurance. However, long-term care
i nsurance does not include Ilife insurance policies that: (1)
Accel erate the death benefit specifically for one or nore of the
qualifying events of termnal illness, nedical conditions requiring
extraordinary nedical i ntervention, or per manent i nstitutional
confinement; (ii) provide the option of a |unp-sum paynent for those
benefits; and (iii) do not condition the benefits or the eligibility
for the benefits upon the receipt of |ong-termcare.

(b) Long-termcare insurance also includes qualified |long-termcare
i nsurance contracts.

(c) Long-termcare insurance does not include any insurance policy,
contract, or rider that is offered primarily to provide coverage for
basi ¢ nedicare supplenent, basic hospital expense, basic nedical-
surgical expense, hospital confinenent indemity, major nedical
expense, disability incone, related incone, asset protection, accident
only, specified disease, specified accident, or limted benefit health.

(6) "Goup long-term care insurance” neans a long-term care
i nsurance policy or contract that is delivered or issued for delivery
inthis state and is issued to:

(a) One or nore enployers; one or nore |abor organizations; or a
trust or the trustees of a fund established by one or nore enpl oyers or
| abor organi zations for current or fornmer enployees, current or forner
menbers of the |abor organizations, or a conbination of current and
former enpl oyees or nenbers, or a conbination of such enployers, | abor
organi zations, trusts, or trustees; or

(b) A professional, trade, or occupational association for its
menbers or fornmer or retired nenbers, if the association:

(i) I's conposed of persons who are or were all actively engaged in
t he sane profession, trade, or occupation; and

(ii) Has been maintained in good faith for purposes other than
obt ai ni ng i nsurance; or

(c)(i) An association, trust, or the trustees of a fund
established, created, or nmaintained for the benefit of nmenbers of one

p. 3 SHB 2666. SL



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDNDNMNDNMNMNMNMNNMNPPRPPRPPRPPRPERPEPRPPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O P~ wWwDNNEe o

or nore associations. Before advertising, marketing, or offering |ong-
termcare coverage in this state, the association or associations, or
the insurer of the association or associations, nust file evidence with
t he conm ssioner that the association or associations have at the tine
of such filing at |east one hundred persons who are nenbers and that
t he associ ation or associ ati ons have been organi zed and maintained in
good faith for purposes other than that of obtaining insurance; have
been in active existence for at |east one year; and have a constitution
and byl aws that provide that:

(A) The associ ation or associations hold regular neetings at | east
annually to further the purposes of the nenbers;

(B) Except for credit unions, the association or associations
coll ect dues or solicit contributions fromnenbers; and

(© The nenbers have voting privileges and representation on the
governi ng board and commttees of the association.

(1i) Thirty days after filing the evidence in accordance with this
section, the association or associations wll be deenmed to have
satisfied the organizational requirenents, unless the conm ssioner
makes a finding that the association or associations do not satisfy
t hose organi zati onal requirenents.

(d) A group other than as described in (a), (b), or (c) of this
subsection subject to a finding by the conm ssioner that:

(i) The issuance of the group policy is not contrary to the best
interest of the public;

(i1) The issuance of the group policy would result in econom es of
acquisition or admnistration; and

(ti1) The benefits are reasonable in relation to the prem uns
char ged.

(7) "Policy" includes a docunent such as an insurance policy,
contract, subscriber agreenent, rider, or endorsenent delivered or
issued for delivery in this state by an insurer, fraternal benefit
soci ety, health care service contractor, heal t h mai nt enance
organi zation, or any simlar entity authorized by the insurance
conmi ssioner to transact the business of |ong-termcare insurance.

(8 "Qualified long-term care insurance contract" or "federally
tax-qualified |l ong-termcare insurance contract" neans:

(a) An individual or group insurance contract that neets the

SHB 2666. SL p. 4
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requi renents of section 7702B(b) of the internal revenue code of 1986,
as anended; or

(b) The portion of a life insurance contract that provides |ong-
term care insurance coverage by rider or as part of the contract and
that satisfies the requirenents of sections 7702B(b) and (e) of the
i nternal revenue code of 1986, as anended.

NEW SECTION. Sec. 4. A group long-termcare insurance policy nmay
not be offered to a resident of this state under a group policy issued
in another state to a group described in section 3(6)(d) of this act,
unless this state or another state having statutory and regul atory
| ong-term care insurance requirenments substantially simlar to those
adopted in this state has nade a determ nation that such requirenents
have been net.

NEW SECTION. Sec. 5. (1) A long-term care insurance policy or
certificate may not define "preexisting condition" nore restrictively
than as a condition for which nedical advice or treatnent was
recommended by or received from a provider of health care services,
within six nonths preceding the effective date of coverage of an
i nsured person, unless the policy or certificate applies to group |ong-
termcare insurance under section 3(6) (a), (b), or (c) of this act.

(2) A long-term care insurance policy or certificate may not
exclude coverage for a loss or confinenent that is the result of a
preexi sting condition unless the | oss or confinenent begins within six
months followi ng the effective date of coverage of an insured person,
unless the policy or certificate applies to a group as defined in
section 3(6)(a) of this act.

(3) The conm ssioner nmay extend the limtation periods for specific
age group categories in specific policy forns upon finding that the
extension is in the best interest of the public.

(4) An issuer may use an application form designed to elicit the
conplete health history of an applicant and underwite in accordance
wth that issuer's established underwiting standards, based on the
answers on that application. Unless otherw se provided in the policy
or certificate and regardless of whether it is disclosed on the
application, a preexisting condition need not be covered until the
wai ting period expires.

p. 5 SHB 2666. SL



A W DN P

©O© 00 N O O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

(5) A long-term care insurance policy or certificate may not
excl ude or use waivers or riders to exclude, limt, or reduce coverage
or benefits for specifically nanmed or described preexisting di seases or
physi cal conditions beyond the waiting period.

NEW SECTION. Sec. 6. No long-termcare insurance policy my:

(1) Be cancel ed, nonrenewed, or otherw se term nated on the grounds
of the age or the deterioration of the nental or physical health of the
i nsured individual or certificate hol der;

(2) Contain a provision establishing a new waiting period in the
event existing coverage is converted to or replaced by a new or other
form within the sane conpany, except with respect to an increase in
benefits voluntarily selected by the insured individual or group
pol i cyhol der;

(3) Provide coverage for skilled nursing care only or provide
significantly nore coverage for skilled care in a facility than
coverage for lower |levels of care;

(4) Condition eligibility for any benefits on a prior
hospi talization requirenent;

(5) Condition eligibility for benefits provided in an institutional
care setting on the receipt of a higher level of institutional care;

(6) Condition eligibility for any benefits other than waiver of
prem um postconfinenent, postacute care, or recuperative benefits on
a prior institutionalization requirenent;

(7) Include a postconfinenent, postacute care, or recuperative
benefit unl ess:

(a) Such requirenent is clearly labeled in a separate paragraph of
the policy or certificate entitled "Limtations or Conditions on
Eligibility for Benefits;" and

(b) Such Iimtations or conditions specify any required nunber of
days of preconfinenent or postconfinenent;

(8) Condition eligibility for noninstitutional benefits on the
prior receipt of institutional care;

(9 Along-termcare insurance policy or certificate may be fiel d-
issued if the conpensation to the field issuer is not based on the
nunmber of policies or certificates issued. For purposes of this
section, "field-issued" neans a policy or certificate issued by a

SHB 2666. SL p. 6
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producer or a third-party adm nistrator of the policy pursuant to the
underwiting authority by an issuer and using the issuer's underwiting
gui del i nes.

NEW SECTION. Sec. 7. (1) Long-termcare insurance applicants may
return a policy or certificate for any reason within thirty days after
its delivery and to have the prem um refunded.

(2) Al long-termcare insurance policies and certificates shal
have a notice promnently printed on or attached to the first page of
the policy stating that the applicant my return the policy or
certificate within thirty days after its delivery and to have the
prem um r ef unded.

(3) Refunds or denials of applications nust be made within thirty
days of the return or denial.

(4) This section shall not apply to certificates issued pursuant to
a policy issued to a group defined in section 3(6)(a) of this act.

NEW SECTION. Sec. 8. (1) An outline of coverage nust be delivered
to a prospective applicant for long-termcare insurance at the tine of
initial solicitation through neans that promnently direct the
attention of the recipient to the docunent and its purpose.

(a) The comm ssioner nust prescribe a standard format, including
styl e, arrangenent, overall appearance, and the content of an outline
of coverage.

(b) When an insurance producer nekes a solicitation in person, he
or she nmust deliver an outline of coverage before presenting an
application or enrollnment form

(c) In a direct response solicitation, the outline of coverage nust
be presented with an application or enrollnent form

(d) If a policy is issued to a group as defined in section 3(6)(a)
of this act, an outline of coverage is not required to be delivered, if
the information that the conm ssioner requires to be included in the
outline of coverage is in other materials relating to enrollnent. Upon
request, any such materials nust be nade available to the conm ssioner.

(2) If an issuer approves an application for a long-term care
i nsurance contract or certificate, the issuer nust deliver the contract
or certificate of insurance to the applicant wwthin thirty days after
the date of approval. A policy summary nust be delivered with an

p. 7 SHB 2666. SL



© 00 N O Ol WDN P

NNNNNNNNRRRRRRRRRR
N o oA WNPEFP O O 0o Nl WDN PO

28
29
30
31
32
33
34
35
36
37

individual life insurance policy that provides long-termcare benefits
within the policy or by rider. 1In a direct response solicitation, the
i ssuer nust deliver the policy summary, upon request, before delivery
of the policy, if the applicant requests a sumrary.

(a) The policy summary shall include:

(i) An explanation of how the long-termcare benefit interacts with
ot her conponents of the policy, including deductions from any
appl i cabl e death benefits;

(i) An illustration of the anmount of benefits, the length of
benefits, and the guaranteed lifetine benefits if any, for each covered
per son;

(ti1) Any exclusions, reductions, and limtations on benefits of
| ong-term care;

(tv) A statenent that any long-term care inflation protection
option required by section 12 of this act is not available under this
policy; and

(v) If applicable to the policy type, the summary nust also
i ncl ude:

(A) A disclosure of the effects of exercising other rights under
t he policy;

(B) A disclosure of guarantees related to | ong-termcare costs of
i nsurance charges; and

(C© Current and projected maxi numlifetinme benefits.

(b) The provisions of the policy summary nmay be incorporated into
a basic illustration required under chapter 48 23A RCW or into the
policy summary which is required wunder rules adopted by the
conmi ssi oner.

NEW SECTION. Sec. 9. If a long-termcare benefit funded through
a life insurance policy by the acceleration of the death benefit is in
benefit paynent status, a nonthly report nust be provided to the
pol i cyhol der. The report nust incl ude:

(1) A record of all long-term care benefits paid out during the
nont h;

(2) An explanation of any changes in the policy resulting from
paying the long-term care benefits, such as a change in the death
benefit or cash val ues; and

(3) The anmpbunt of |ong-termcare benefits that remain to be paid.

SHB 2666. SL p. 8
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NEW SECTION. Sec. 10. Al long-term care denials nust be nade
within sixty days after receipt of a witten request made by a
pol i cyhol der or certificate holder, or his or her representative. Al
denials of long-termcare clains by the issuer nust provide a witten
explanation of the reasons for the denial and make available to the
policyhol der or certificate holder all information directly related to
t he deni al

NEW SECTION. Sec. 11. (1) An issuer may rescind a long-termcare
i nsurance policy or certificate or deny an otherw se valid |long-term
care insurance claimif:

(a) A policy or certificate has been in force for less than six
nmont hs and upon a showi ng of m srepresentation that is naterial to the
acceptance for coverage; or

(b) A policy or certificate that has been in force for at |east six
nmonths but less than two years, upon a showi ng of m srepresentation
that is both material to the acceptance for coverage and that pertains
to the condition for which benefits are sought.

(2) After a policy or certificate has been in force for two years
it 1s not contestable upon the grounds of m srepresentation alone.
Such a policy or certificate may be contested only upon a show ng that
the insured knowingly and intentionally m srepresented relevant facts
relating to the insured' s health.

(3) An issuer's paynents for benefits under a long-term care
i nsurance policy or certificate my not be recovered by the issuer if
the policy or certificate is rescinded.

(4) This section does not apply to the remaining death benefit of
a life insurance policy that accelerates benefits for long-term care
that are governed by RCW 48.23.050 the state's life insurance
incontestability clause. In all other situations, this section shal
apply to life insurance policies that accelerate benefits for long-term
care.

NEW SECTION. Sec. 12. (1) The conm ssioner nust establish m nimum
standards for inflation protection features.

(2) An issuer nmust conply wth the rules adopted by the
conmi ssioner that establish mninum standards for inflation protection
feat ures.

p. 9 SHB 2666. SL
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NEW SECTION. Sec. 13. (1) Except as provided by this section, a
| ong-term care insurance policy may not be delivered or issued for
delivery in this state unless the policyholder or certificate holder
has been offered the option of purchasing a policy or certificate that
includes a nonforfeiture benefit. The offer of a nonforfeiture benefit
may be in the formof a rider that is attached to the policy. If a
pol i cyhol der or certificate hol der declines the nonforfeiture benefit,
the issuer nust provide a contingent benefit wupon lapse that is
available for a specified period of time followng a substantial
increase in premumrates.

(2) If a group long-termcare insurance policy is issued, the offer
required in subsection (1) of this section nust be nmade to the group
pol i cyhol der. However, if the policy is issued as group |long-termcare
i nsurance as defined in section 3(6)(d) of this act other than to a
continuing care retirenment comunity or other simlar entity, the
of fering shall be nmade to each proposed certificate hol der

(3) The conm ssioner must adopt rules specifying the type or types
of nonforfeiture benefits to be offered as part of long-term care
i nsurance policies and certificates, the standards for nonforfeiture
benefits, and the rules regarding contingent benefit wupon | apse,
including a determ nation of the specified period of time during which
a contingent benefit upon |apse will be available and the substanti al
premumrate increase that triggers a contingent benefit upon | apse.

NEW SECTION. Sec. 14. A person may not sell, solicit, or
negotiate long-term care insurance unless he or she is appropriately
licensed as an insurance producer and has successfully conpleted
| ong-term care coverage education that neets the requirenents of this
section.

(1) Al long-termcare education required by this chapter nust neet
the requirenents of chapter 48.17 RCW and rules adopted by the
conmm ssi oner.

(2)(a)(1) After January 1, 2009, prior to soliciting, selling, or
negotiating long-term care insurance coverage, an insurance producer
must successfully conplete a one-tine educati on course consisting of no
fewer than eight hours on l|long-term care coverage, long-term care
services, state and federal regul ations and requirenents for |ong-term
care and qualified long-term care insurance coverage, changes or

SHB 2666. SL p. 10
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i nprovenents in long-termcare services or providers, alternatives to
the purchase of long-term care insurance coverage, the effect of
inflation on benefits and the inportance of inflation protection, and
consuner suitability standards and gui deli nes.

(i) In order to continue soliciting, selling, or negotiating
long-termcare coverage in this state, all insurance producers selling,
soliciting, or negotiating long-termcare insurance coverage prior to
the effective date of this act nust successfully conplete the
ei ght-hour, one-tine long-term care education and training course no
later than July 1, 2009.

(b) I'n addition to the one-tine education and training requirenent
set forth in (a) of this subsection, insurance producers who engage in
the solicitation, sale, or negotiation of long-term care insurance
coverage nust successfully conplete no fewer than four hours every
twenty-four nonths of continuing education specific to long-termcare
i nsurance coverage and issues. Long-term care insurance coverage
conti nui ng education shall consist of topics related to |long-termcare
i nsurance, long-termcare services, and, if applicable, qualified state
|l ong-term care insurance partnership prograns, including, but not
limted to, the foll ow ng:

(1) State and federal regulations and requirenents and the
relationship between qualified state Jlong-term <care insurance
partnership prograns and ot her public and private coverage of |ong-term
care services, including nedicaid;

(1i) Available long-termcare services and providers;

(ti1) Changes or inprovenents in long-term care services or
provi ders;

(tv) Alternatives to the purchase of private l|long-term care
i nsur ance;

(v) The effect of inflation on benefits and the inportance of
inflation protection;

(vi) This chapter and chapters 48.84 and 48.85 RCW and

(vii) Consumer suitability standards and gui delines.

(3) The insurance producer education required by this section shal
not include training that is issuer or conpany product-specific or that
i ncludes any sales or marketing information, materials, or training,
ot her than those required by state or federal |aw.

p. 11 SHB 2666. SL
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(4) lIssuers shall obtain verification that an insurance producer
receives training required by this section before that producer is
permtted to sell, solicit, or otherw se negotiate the issuer's |ong-
termcare insurance products.

(5) Issuers shall mintain records subject to the state's record
retention requirenents and shall mnake evidence of that verification
avail able to the conmm ssi oner upon request.

(6)(a) Issuers shall maintain records with respect to the training
of its producers concerning the distribution of its long-term care
partnership policies that wll allow the conm ssioner to provide
assurance to the state departnment of social and health services,
medi caid division, that insurance producers engaged in the sale of
| ong-term care i nsurance contracts have received the training required
by this section and any rules adopted by the conm ssioner, and that
producers have denonstrated an wunderstanding of the partnership
policies and their relationship to public and private coverage of |ong-
termcare, including nedicaid, in this state.

(b) These records shall be maintained in accordance with the
state's record retention requirenments and shall be nade available to
t he comm ssi oner upon request.

(7) The satisfaction of these training requirenents for any state
shall be deened to satisfy the training requirenents of this state.

NEW SECTION. Sec. 15. Issuers and their agents, if any, nust
determ ne whether issuing long-term care insurance coverage to a
particular person is appropriate, except in the case of a life
i nsurance policy that accel erates benefits for |ong-termcare.

(1) An issuer nust:

(a) Develop and use suitability standards to determ ne whet her the
purchase or replacenent of |long-termcare coverage is appropriate for
the needs of the applicant or insured,

(b) Train its agents in the use of the issuer's suitability
standards; and

(c) Maintain a copy of its suitability standards and make the
st andards avail abl e for inspection, upon request.

(2) The follow ng nust be considered when determ ning whet her the
applicant neets the issuer's suitability standards:

SHB 2666. SL p. 12
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(a) The ability of the applicant to pay for the proposed coverage
and any other relevant financial information related to the purchase of
or paynent for coverage;

(b) The applicant's goals and needs with respect to |long-term care
and the advant ages and di sadvantages of long-term care coverage to neet
t hose goal s or needs; and

(c) The values, benefits, and costs of the applicant's existing
health or |ong-termcare coverage, if any, when conpared to the val ues,
benefits, and costs of the recommended purchase or replacenent.

(3) The sale or transfer of any suitability information provided to
the issuer or agent by the applicant to any other person or business
entity i s prohibited.

(4)(a) The conm ssioner shall adopt, by rule, fornms of consuner-
friendly personal worksheets that issuers and their agents nust use for
applications for |long-termcare coverage.

(b) The comm ssioner may require each issuer to file its current
forms of suitability standards and personal worksheets wth the
conm ssi oner.

NEW SECTION. Sec. 16. A person engaged in the issuance or
solicitation of long-term care coverage shall not engage in unfair
met hods of conpetition or unfair or deceptive acts or practices, as
such net hods, acts, or practices are defined in chapter 48.30 RCW or
as defined by the conm ssioner.

NEW SECTION. Sec. 17. An issuer or an insurance producer who
violates a law or rule relating to the regulation of long-term care
insurance or its marketing shall be subject to a fine of up to three
times the anount of the comm ssion paid for each policy involved in the
violation or up to ten thousand dollars, whichever is greater.

NEW SECTI ON. Sec. 18. (1) The conm ssioner nust adopt rules that
include standards for full and fair disclosure setting forth the
manner, content, and required disclosures for the sale of long-term
care insurance policies, terns of renewability, initial and subsequent
conditions of eligibility, nonduplication of coverage provisions,

coverage of dependents, preexisting conditions, termnation of
i nsur ance, conti nuation or conver si on, probati onary peri ods,
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limtations, exceptions, reductions, elimnation periods, requirenments
for replacenent, recurrent conditions, and definitions of ternms. The
conmi ssioner nust adopt rules establishing |loss ratio standards for
| ong-term care insurance policies. The conmm ssioner nust adopt rules
to pronote prem um adequacy and to protect policyholders in the event
of proposed substantial rate increases, and to establish m ninum
standards for producer education, marketing practices, producer
conpensation, producer testing, penalties, and reporting practices for
| ong-term care insurance.

(2) The conm ssioner shall adopt rules establishing standards
protecting patient privacy rights, rights to receive confidential
health care services, and standards for an issuer's tinely review of a
cl ai m deni al upon request of a covered person.

(3) The conmm ssioner may adopt reasonable rules to effectuate any
provision of this chapter in accordance with the requirenents of
chapter 34.05 RCW

Sec. 19. RCW48.84.010 and 1986 ¢ 170 s 1 are each anended to read
as follows:

This chapter may be known and cited as the "long-term care
i nsurance act"” and is intended to govern the content and sal e of |ong-
termcare insurance and long-termcare benefit contracts issued before
January 1, 2009, as defined in this chapter. This chapter shall be
liberally construed to pronote the public interest in protecting
purchasers of long-termcare insurance fromunfair or deceptive sales,
mar keting, and advertising practices. The provisions of this chapter
shall apply in addition to other requirements of Title 48 RCW

Sec. 20. RCW48.43.005 and 2007 ¢ 296 s 1 and 2007 ¢ 259 s 32 are
each reenacted and anmended to read as foll ows:

Unl ess otherwi se specifically provided, the definitions in this
section apply throughout this chapter.

(1) "Adjusted comunity rate" neans the rating nmethod used to
establish the premumfor health plans adjusted to reflect actuarially
denonstrated differences in wutilization or cost attributable to
geographic region, age, famly size, and use of wellness activities.

(2) "Basic health plan" neans the plan described under chapter
70.47 RCW as revised fromtinme to tine.

SHB 2666. SL p. 14
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(3) "Basic health plan nodel plan" neans a health plan as required
in RCW 70.47.060(2) (e).

(4) "Basic health plan services" neans that schedule of covered
heal th services, including the description of how those benefits are to
be adm ni stered, that are required to be delivered to an enroll ee under
the basic health plan, as revised fromtine to tine.

(5) "Catastrophic health plan" neans:

(a) In the case of a contract, agreenent, or policy covering a
single enrollee, a health benefit plan requiring a calendar year
deductible of, at a m ninmum one thousand seven hundred fifty dollars
and an annual out-of - pocket expense required to be paid under the plan
(other than for premuns) for covered benefits of at |least three
t housand five hundred dollars, both amounts to be adjusted annually by
t he i nsurance comm ssioner; and

(b) I'n the case of a contract, agreenent, or policy covering nore
than one enrollee, a health benefit plan requiring a cal endar year
deductible of, at a mninmum three thousand five hundred dollars and an
annual out-of - pocket expense required to be paid under the plan (other
than for premuns) for covered benefits of at |east six thousand
dollars, both amunts to be adjusted annually by the insurance
conmi ssi oner; or

(c) Any health benefit plan that provides benefits for hospita
i npati ent and outpatient services, professional and prescription drugs
provided in conjunction with such hospital inpatient and outpatient
services, and excludes or substantially limts outpatient physician
services and those services usually provided in an office setting.

In July 2008, and in each July thereafter, the insurance
comm ssioner shall adjust the mninum deductible and out-of-pocket
expense required for a plan to qualify as a catastrophic plan to
reflect the percentage change in the consuner price index for nedica
care for a preceding twelve nonths, as determned by the United States
departnent of |abor. The adjusted anount shall apply on the foll ow ng
January 1st.

(6) "Certification" neans a determ nation by a review organi zati on
that an adm ssion, extension of stay, or other health care service or
procedure has been reviewed and, based on the information provided,
nmeets the clinical requirenments for nedical necessity, appropriateness,
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| evel of care, or effectiveness under the auspices of the applicable
heal th benefit plan.

(7) "Concurrent review' neans utilization review conducted during
a patient's hospital stay or course of treatnent.

(8) "Covered person"” or "enrollee" neans a person covered by a

health plan including an enrollee, subscri ber, pol i cyhol der,
beneficiary of a group plan, or individual covered by any other health
pl an.

(9) "Dependent" neans, at a mninum the enrollee's |egal spouse
and unmarried dependent children who qualify for coverage under the
enrollee's health benefit plan.

(10) "Eligible enpl oyee” neans an enpl oyee who works on a full-tine
basis wth a normal work week of thirty or nore hours. The term
includes a self-enployed individual, including a sole proprietor, a
partner of a partnership, and may include an independent contractor, if
the sel f-enployed individual, sole proprietor, partner, or independent
contractor is included as an enpl oyee under a health benefit plan of a
smal | enpl oyer, but does not work I ess than thirty hours per week and
derives at | east seventy-five percent of his or her incone froma trade
or business through which he or she has attenpted to earn taxable
income and for which he or she has filed the appropriate interna
revenue service form Persons covered under a health benefit plan
pursuant to the consolidated omi bus budget reconciliation act of 1986
shall not be considered eligible enployees for purposes of mninum
participation requirenents of chapter 265, Laws of 1995.

(11) "Enmergency nedical condition" neans the energent and acute
onset of a synptom or synptons, including severe pain, that would | ead
a prudent |ayperson acting reasonably to believe that a health
condition exists that requires i medi ate nedical attention, if failure
to provide nedical attention would result in serious inpairnment to
bodily functions or serious dysfunction of a bodily organ or part, or
woul d place the person's health in serious jeopardy.

(12) "Energency services" neans otherwi se covered health care
services nedically necessary to evaluate and treat an energency nedi cal
condition, provided in a hospital energency departnent.

(13) "Enrollee point-of-service cost-sharing"” neans anounts paid to
health carriers directly providing services, health care providers, or
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health care facilities by enrollees and nmay include copaynents,
coi nsurance, or deducti bl es.

(14) "Gievance" neans a witten conplaint submtted by or on
behalf of a covered person regarding: (a) Denial of paynent for
medi cal services or nonprovision of nedical services included in the
covered person's health benefit plan, or (b) service delivery issues
ot her than denial of paynent for nedical services or nonprovision of
medi cal services, including dissatisfaction with nedical care, waiting
time for nedical services, provider or staff attitude or deneanor, or
di ssatisfaction with service provided by the health carrier.

(15) "Health care facility" or "facility" means hospices |icensed
under chapter 70.127 RCW hospitals licensed under chapter 70.41 RCW
rural health care facilities as defined in RCW 70.175. 020, psychiatric
hospitals |icensed under chapter 71.12 RCW nursing honmes |icensed
under chapter 18.51 RCW comunity nmental health centers |icensed under
chapter 71.05 or 71.24 RCW kidney disease treatnment centers |icensed
under chapter 70.41 RCW anbul atory diagnostic, treatnent, or surgical
facilities licensed under chapter 70.41 RCW drug and al cohol treatnent
facilities licensed under chapter 70.96A RCW and hone heal th agencies
licensed under chapter 70.127 RCW and includes such facilities if
owned and operated by a political subdivision or instrunentality of the
state and such other facilities as required by federal Iaw and
i npl ementing regul ati ons.

(16) "Health care provider"” or "provider" neans:

(a) A person regulated under Title 18 or chapter 70.127 RCW to
practice health or health-related services or otherw se practicing
health care services in this state consistent with state | aw, or

(b) An enployee or agent of a person described in (a) of this
subsection, acting in the course and scope of his or her enploynent.

(17) "Health care service" neans that service offered or provided
by health care facilities and health care providers relating to the
prevention, cure, or treatnment of illness, injury, or disease.

(18) "Health carrier”™ or "carrier" nmeans a disability insurer
regul ated under chapter 48.20 or 48.21 RCW a health care service
contractor as defined in RCW 48.44.010, or a health nmaintenance
organi zation as defined in RCW48. 46. 020.

(19) "Health plan" or "health benefit plan" neans any policy,

p. 17 SHB 2666. SL



© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDDNMNDNDMDDNMNDNMDNMNMNMNMDNEPRPPRPPRPEPRPPRPEPRPRERPPRPRE
0O N O A W NPEFP O OOOWwNOD O P WNEPEOOWOOLwWNOO OoPMowDNDER.Oo

contract, or agreenent offered by a health carrier to provide, arrange,
rei nburse, or pay for health care services except the foll ow ng:

(a) Long-term care insurance governed by chapter 48.84 ((R&W) or
48.-- RCW (sections 1 through 18 of this act);

(b) Medicare supplenental health insurance governed by chapter
48. 66 RCW

(c) Coverage supplenental to the coverage provided under chapter
55, Title 10, United States Code;

(d) Limted health care services offered by limted health care
service contractors in accordance with RCW 48. 44. 035;

(e) Disability incone;

(f) Coverage incidental to a property/casualty liability insurance
policy such as autonobile personal injury protection coverage and
homeowner guest nedi cal ;

(g) Workers' conpensation coverage;

(h) Accident only coverage;

(i) Specified disease or illness-triggered fixed paynent insurance,
hospital confinenent fixed paynent insurance, or other fixed paynent
i nsurance offered as an i ndependent, noncoordi nated benefit;

(j) Enpl oyer-sponsored sel f-funded heal th pl ans;

(k) Dental only and vision only coverage; and

(1) Plans deened by the insurance comm ssioner to have a short-term
[imted purpose or duration, or to be a student-only plan that is
guar anteed renewabl e while the covered person is enrolled as a regul ar
full-time undergraduate or graduate student at an accredited higher
education institution, after a witten request for such classification

by the carrier and subsequent witten approval by the insurance
conm ssi oner.

(20) "Material nodification" neans a change in the actuarial value
of the health plan as nodified of nore than five percent but |ess than
fifteen percent.

(21) "Preexisting condition" neans any nedical condition, illness,
or injury that existed any tine prior to the effective date of
cover age.

(22) "Prem unmt means all sums charged, received, or deposited by a
health carrier as consideration for a health plan or the conti nuance of
a health plan. Any assessnent or any “"nenbership,"” "policy,"
"contract," "service," or simlar fee or charge made by a health
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carrier in consideration for a health plan is deened part of the
premum  "Premum shall not include anmobunts paid as enrollee point-
of - servi ce cost-shari ng.

(23) "Review organization" nmeans a disability insurer regulated
under chapter 48.20 or 48.21 RCW health care service contractor as
defined in RCW48. 44. 010, or health nai ntenance organi zati on as defi ned
in RCW48. 46. 020, and entities affiliated with, under contract with, or
acting on behalf of a health carrier to performa utilization review

(24) "Small enployer” or "small group"” neans any person, firm
corporation, partnership, association, political subdivision, sole
proprietor, or self-enployed individual that is actively engaged in
busi ness that, on at least fifty percent of its working days during the
precedi ng cal endar quarter, enployed at least two but no nore than
fifty eligible enployees, with a normal work week of thirty or nore
hours, the majority of whomwere enployed within this state, and is not
formed primarily for purposes of buying health insurance and in which
a bona fide enpl oyer-enpl oyee relationship exists. In determning the
nunber of eligible enployees, conpanies that are affiliated conpani es,
or that are eligible to file a conbined tax return for purposes of
taxation by this state, shall be considered an enpl oyer. Subsequent to
the issuance of a health plan to a snall enployer and for the purpose
of determining eligibility, the size of a small enployer shall be
determ ned annually. Except as otherwi se specifically provided, a
smal | enpl oyer shall continue to be considered a small enployer unti
the plan anniversary following the date the small enployer no |onger
nmeets the requirenents of this definition. A self-enployed individua
or sole proprietor nust derive at |east seventy-five percent of his or
her income from a trade or business through which the individual or
sole proprietor has attenpted to earn taxable inconme and for which he
or she has filed the appropriate internal revenue service form 1040
schedule C or F, for the previous taxable year except for a self-
enpl oyed individual or sole proprietor in an agricultural trade or
busi ness, who nust derive at |east fifty-one percent of his or her
incone fromthe trade or business through which the individual or sole
proprietor has attenpted to earn taxable incone and for which he or she
has filed the appropriate internal revenue service form 1040, for the
previ ous taxable year. A self-enployed individual or sole proprietor
who is covered as a group of one on the day prior to June 10, 2004,
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shall also be considered a "small enployer” to the extent that
i ndi vidual or group of one is entitled to have his or her coverage
renewed as provided in RCW48. 43. 035(6) .

(25) "Uilization review' neans the prospective, concurrent, or
retrospective assessnent of the necessity and appropriateness of the
all ocation of health care resources and services of a provider or
facility, given or proposed to be given to an enrollee or group of
enrol | ees.

(26) "Wellness activity" means an explicit programof an activity
consistent wth departnment of health guidelines, such as, snoking
cessation, injury and acci dent prevention, reduction of al cohol m suse,
appropriate weight reduction, exercise, autonobile and notorcycle
safety, blood cholesterol reduction, and nutrition education for the
pur pose of inproving enrollee health status and reducing health service
costs.

Sec. 21. RCW 48.85.010 and 1995 1st sp.s. ¢ 18 s 76 are each
anmended to read as foll ows:

The departnent of social and health services shall, in conjunction
with the office of the insurance comm ssioner, coordinate a |long-term
care insurance program entitled the Washington Ilong-term care
partnershi p, whereby private insurance and nedi caid funds shall be used
to finance long-termcare. For individuals purchasing a long-termcare
i nsurance policy or contract governed by chapter 48.84 ((RSW) or 48. --
RCW (sections 1 through 18 of this act) and neeting the criteria
prescribed in this chapter, and any other terns as specified by the
office of the insurance comm ssioner and the departnent of social and
heal th services, this programshall allow for the exclusion of sone or
all of the individual's assets in determnation of nedicaid eligibility
as approved by the federal health care financing adm nistration.

NEW SECTION. Sec. 22. Sections 1 through 18 of this act
constitute a new chapter in Title 48 RCW

NEW SECTION. Sec. 23. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
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1 persons or circunstances is not affected.

2 NEW SECTION. Sec. 24. This act takes effect January 1, 2009.

Passed by the House March 8, 2008.

Passed by the Senate March 4, 2008.

Approved by the Governor March 25, 2008.

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