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ENGROSSED SUBSTI TUTE HOUSE BI LL 2245

Passed Legislature - 2009 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2009 Regul ar Session

By House Ways & Means (originally sponsored by Representative Cody;
by request of Governor G egoire)

READ FI RST TI ME 03/ 03/ 09.

AN ACT Relating to clarifying public enployees' benefits board
eligibility; amending RCW 41.05.008, 41.05.011, 41.05.050, and
41. 05. 055; reenacting and anendi ng RCW41. 05. 021 and 41. 05. 065; addi ng
a new section to chapter 41.05 RCW creating a new section; repealing
RCW 41. 05. 053; and providing an effective date.

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

Sec. 1. RCWA41.05.008 and 2005 ¢ 143 s 4 are each anended to read
as follows:

(1) Every enploying agency ((shaH—fuHyr—ecooperate—wth—the
avthert+ty—and)) shall carry out all actions required by the authority
under this chapter including, but not limted to, those necessary for
the operation of benefit plans, education of enployees, clains
adm ni stration, and ((ether—activities—that—may—be—required—by—the
atthorty—for—admnstrat+on—ofthis—chapter)) appeal s process

(2) Enploying agencies shall report all data relating to enpl oyees
eligible to participate in benefits or plans admnistered by the
authority in a format designed and comruni cated by the authority.

p. 1 ESHB 2245. SL



© 00 N O Ol WDN P

[
o

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
37

NEW SECTION. Sec. 2. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) The authority, or at the authority's direction, an enploying
agency shall initially determne and periodically review whether an
enpl oyee is eligible for benefits pursuant to the criteria established
under this chapter

(2) An enpl oying agency shall informan enployee in witing whether
or not he or she is eligible for benefits wheninitially determ ned and
upon any subsequent change, including notice of the enployee's right to
an appeal .

Sec. 3. RCWA41.05.011 and 2008 ¢ 229 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"” neans the adm nistrator of the authority.

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

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

(4) "lInsuring entity" nmeans an insurer as defined in chapter 48.01
RCW a health care service contractor as defined in chapter 48.44 RCW
or a heal th mai ntenance organi zati on as defined in chapter 48.46 RCW

(5 "Flexible benefit plan" neans a benefit plan that allows
enpl oyees to choose the I evel of health care coverage provided and the
anount of enpl oyee contributions fromanong a range of choices offered
by the authority.

(6) "Enployee" includes all ((+#HH—t+re—and—ecareer—seasenal))
enpl oyees of the state, whether or not covered by civil service;
el ected and appointed officials of the executive branch of governnent,
including full-time nenbers of boards, conmm ssions, or commttees;
{ { and—neludes—any—or—at- [
ar m a¥a ichad n i ))

justices of the suprenme court and judges of the court of appeals and

ESHB 2245. SL p. 2
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t he superior courts; ((and)) nenbers of the state legislature ((er—eof

N N a N M a A-O a a a a¥a

to—offiece —after —February — 20 —1976) ) ( (+— and — enployees —of —state
Hastituttens—of—higher—education)). Pursuant to contractual agreenent
with the authority, "enployee" may al so include((s)): (a) Enployees of
a county, nunicipality, or other political subdivision of the state and
nenbers of the legislative authority of any county, city, or town who
are_elected to office after February 20, 1970, if the legislative
authority of the county, nunicipality, or other political subdivision

of the state seeks and receives the approval of the authority to
provide any of its insurance prograns by contract with the authority,

as provided in RCW 41.04.205 and 41.05.021(1)(g); (b) enployees of

enpl oyee organi zations representing state civil service enpl oyees, at

the option of each such enpl oyee organi zati on, and, effective Cctober

1, 1995, enployees of enployee organizations currently pooled wth
enpl oyees of school districts for the purpose of purchasing insurance
benefits, at the option of each such enployee organization; (c)

enpl oyees of a school district if the authority agrees to provide any
of the school districts' insurance progranms by contract wth the
authority as provided in RCW28A. 400. 350; and (d) enpl oyees of a tri bal

governnent, if the governing body of the tribal government seeks and

recei ves the approval of the authority to provide any of its insurance
progranms by contract wth the authority, as provided in RCW
41.05.021(1) (f) and (g). "Enployee" does not include: Adult famly
honmeowners; unpaid volunteers; patients of state hospitals; inmates;

enpl oyees _of the Washington state_ convention_ and_trade_ center as
provided in RCW41.05.110; students of institutions of higher education
as_determned by their institution; and_any_ others not expressly
defined as enpl oyees under this chapter or by the authority under this
chapter.

(7) "Seasonal enployee" neans an enployee hired to work during a
recurring, annual season with a duration_of three nonths or nore, and
anticipated to return each season to performsimlar work.

(8) "Faculty" neans_an_academi c_enployee_ of an_institution_ of
hi gher educati on whose workload is not defined by work hours but whose
appointnment, workload, and_duties_directly serve the institution's
academ c_mssion, as_determ ned under the authority of its_enabling

p. 3 ESHB 2245. SL
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statutes, its governing body, and any applicable collective bargaining
agr eenent .

(9) "Board" neans the public enployees' benefits board established
under RCWA41. 05. 055.

((68))) (10) "Retired or disabled school enployee" neans:

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

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

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

((699)) (11) "Prem um paynent plan" nmeans a benefit plan whereby
state and public enployees may pay their share of group health plan
premunms Wth pretax dollars as provided in the salary reduction plan
under this chapter pursuant to 26 U S.C. Sec. 125 or other sections of
the internal revenue code.

((38y)) (12) "Salary" neans a state enployee's nonthly salary or
wages.

((+)) (13) "Participant” nmeans an individual who fulfills the
eligibility and enrollnent requirenments under the salary reduction
pl an.

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

((x3y)) (15) "Separated enpl oyees” neans persons who separate from
enpl oynent with an enpl oyer as defined in:

(a) RCW41.32.010(11) on or after July 1, 1996; or

(b) RCWA41.35.010 on or after Septenber 1, 2000; or

(c) RCWA41.40.010 on or after March 1, 2002;
and who are at |least age fifty-five and have at |east ten years of
service under the teachers' retirenent systemplan 3 as defined in RCW
41. 32.010(40), the Washi ngton school enployees' retirenent system pl an
3 as defined in RCW 41.35.010, or the public enployees' retirenent
system plan 3 as defined in RCW 41. 40. 010.

ESHB 2245. SL p. 4
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((4)y)) (16) "Energency service personnel killed in the line of
duty" neans | aw enforcenent officers and firefighters as defined in RCW
41. 26. 030, nenbers of the Washington state patrol retirenment fund as
defined in RCW 43.43.120, and reserve officers and firefighters as
defined in RCW41.24.010 who die as a result of injuries sustained in
the course of enploynment as determ ned consistent with Title 51 RCW by
the departnent of | abor and i ndustries.

((25)1)) (17) "Enployer"” neans the state of Washi ngton.

((28)y)) (18) "Enploying agency" neans a division, departnent, or
separ ate agency of state governnent, including an institution of higher
education; a county, nunicipality, school district, educational service
district, or other political subdivision; and a tribal governnent
covered by this chapter.

((+18)) (19) "Tribal governnent" means an Indian tribal governnent
as defined in section 3(32) of the enpl oyee retirenment incone security
act of 1974, as anmended, or an agency or instrunentality of the tri bal
governnment, that has government offices principally located in this
state.

((28y)) (20) "Dependent care assistance progrant neans a benefit
pl an whereby state and public enpl oyees may pay for certain enpl oynent
rel ated dependent care with pretax dollars as provided in the salary
reduction plan under this chapter pursuant to 26 U S.C. Sec. 129 or
ot her sections of the internal revenue code.

((££99)) (21) "Salary reduction plan" neans a benefit plan whereby
state and public enployees may agree to a reduction of salary on a
pretax basis to participate in the dependent care assi stance program
medi cal fl exible spending arrangenent, or prem um paynment plan offered
pursuant to 26 U S.C. Sec. 125 or other sections of the internal
revenue code.

((6263)) (22) "Medical flexible spending arrangenent” neans a
benefit plan whereby state and public enpl oyees may reduce their sal ary
before taxes to pay for nedical expenses not reinbursed by insurance as
provided in the salary reduction plan under this chapter pursuant to 26
U S. C Sec. 125 or other sections of the internal revenue code.

Sec. 4. RCW 41. 05. 021 and 2007 ¢ 274 s 1 and 2007 ¢ 114 s 3 are
each reenacted and anended to read as foll ows:
(1) The Washington state health care authority is created within

p. 5 ESHB 2245. SL
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the executive branch. The authority shall have an adm nistrator
appointed by the governor, wth the consent of the senate. The
adm nistrator shall serve at the pleasure of the governor. The
adm ni strator may enploy up to seven staff nenbers, who shall be exenpt
from chapter 41.06 RCW and any additional staff nenbers as are
necessary to admnister this chapter. The adm nistrator may del egate
any power or duty vested in him or her by this chapter, including
authority to make final decisions and enter final orders in hearings
conduct ed under chapter 34.05 RCW The primary duties of the authority
shall be to: Adm ni ster state enployees' insurance benefits and
retired or disabled school enployees' insurance benefits; adm nister
the basic health plan pursuant to chapter 70.47 RCW study state-
purchased health care prograns in order to nmaxim ze cost containnent in
t hese prograns while ensuring access to quality health care; inplenent
state initiatives, joint purchasing strategies, and techniques for
efficient admnistration that have potential application to all state-
purchased health services; and admnister grants that further the
m ssion and goals of the authority. The authority's duties include,
but are not limted to, the foll ow ng:

(a) To adm nister health care benefit prograns for enployees and
retired or disabled school enployees as specifically authorized in RCW
41.05.065 and in accordance wth the nethods described in RCW
41. 05. 075, 41.05. 140, and other provisions of this chapter;

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

(i) Creation of economc incentives for the persons for whomthe
state purchases health care to appropriately utilize and purchase
health care services, including the devel opnent of flexible benefit
plans to of fset increases in individual financial responsibility;

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

(iii1) Coordination of state agency efforts to purchase drugs
effectively as provided in RCW70. 14. 050;

ESHB 2245. SL p. 6
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(iv) Devel opnent of recomrendations and nethods for purchasing
medi cal equi pment and supporting services on a vol une di scount basis;

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

(vi) In collaboration with other state agencies that adm nister
state purchased health care prograns, private health care purchasers,
health care facilities, providers, and carriers:

(A) Use evidence-based nedicine principles to develop common
performance neasures and inplenent financial incentives in contracts
with insuring entities, health care facilities, and providers that:

(I') Reward inprovenents in health outcones for individuals wth
chronic diseases, increased utilization of appropriate preventive
heal th services, and reductions in nedical errors; and

(1'l') Increase, through appropriate incentives toinsuring entities,
health care facilities, and providers, the adoption and use of
information technol ogy that contributes to inproved health outcones,
better coordination of care, and decreased nedical errors;

(B) Through state health purchasing, reinbursenent, or pilot
strategies, pronote and increase the adoption of health information
t echnol ogy systens, including electronic nedical records, by hospitals
as defined in RCW 70.41.020(4), integrated delivery systens, and
provi ders that:

(I') Facilitate diagnosis or treatnent;

(I'l) Reduce unnecessary duplication of nedical tests;

(I'11) Pronote efficient electronic physician order entry;

(I'V) Increase access to health information for consunmers and their
provi ders; and

(V) Inprove heal th outcones;

(C Coordinate a strategy for the adoption of health information
t echnol ogy systens using the final health information technol ogy report
and recomendati ons devel oped under chapter 261, Laws of 2005;

(c) To analyze areas of public and private health care interaction;

(d) To provide information and technical and admnistrative
assi stance to the board;

p. 7 ESHB 2245. SL



© 00 N O Ol WDN P

W W W W W W W W WNMNDNDNDNDDDNDNDNDNDNMDNMNDNNNMNMNdNNPEPEPPRPPRPPRPERPPRPRPRPRPERPERPR
0O N O A W NPEFP O OOWwuNOD O P WNPEPOOOMOOWwNO O owDNDNER.Oo

(e) To review and approve or deny applications from counties,
muni ci palities, and other political subdivisions of the state to
provi de state-sponsored insurance or self-insurance prograns to their
enpl oyees in accordance with the provisions of RCW41.04. 205 and (g) of
this subsection, setting the prem umcontribution for approved groups
as outlined in RCWA41. 05. 050;

(f) To review and approve or deny the application when the
governing body of a tribal governnent applies to transfer their
enpl oyees to an insurance or self-insurance program adm ni stered under
this chapter. In the event of an enployee transfer pursuant to this
subsection (1)(f), nenbers of the governing body are eligible to be
included in such atransfer if the nmenbers are authorized by the tri bal
governnent to participate in the insurance program being transferred
fromand subject to paynent by the nenbers of all costs of insurance
for the nenbers. The authority shall: (i) Establish the conditions
for participation; (ii) have the sole right to reject the application;
and (iii) set the premumcontribution for approved groups as outlined
in RCW 41.05.050. Approval of the application by the authority
transfers the enployees and dependents involved to the insurance,
sel f-insurance, or health care programapproved by the authority;

(g) To ensure the continued status of the enployee insurance or
self-insurance prograns admnistered wunder this chapter as a
governnment al plan under section 3(32) of the enpl oyee retirenent incone
security act of 1974, as anended, the authority shall |imt the
participation of enployees of a county, nunicipal, school district,
educational service district, or other political subdivision, or a
tribal governnment, including providing for the participation of those
enpl oyees whose services are substantially all in the performance of
essential governnental functions, but not in the performance of
commercial activities;

(h) To establish billing procedures and collect funds from school
districts in a way that mnimzes the admnistrative burden on
districts;

(1) To publish and distribute to nonparticipating school districts
and educational service districts by October 1st of each year a
description of health care benefit plans available through the
authority and the estimated cost if school districts and educationa
service district enpl oyees were enroll ed;

ESHB 2245. SL p. 8
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(j) To apply for, receive, and accept grants, gifts, and other
paynments, including property and service, from any governnental or
other public or private entity or person, and nmake arrangenents as to
the use of these receipts to inplenent initiatives and strategies
devel oped under this section;

(k) To issue, distribute, and adm nister grants that further the
m ssion and goals of the authority; ((and))

(I') To adopt rules consistent with this chapter as described in RCW
41.05.160 including, but not limted to:

(i) Setting forth the criteria_established by the board under RCW
41. 05. 065 for determ ni ng whether an enployee is eligible for benefits;

(ii)_ Establishing an_appeal process_in_accordance wth_ chapter
34. 05 RCWby which an enpl oyee nay appeal an eligibility determ nation;

(iii) Establishing a process to assure that the eligibility
determ nations of an enploying agency conply with the criteria under
this chapter, including the_ inposition_of penalties_as_nmay_ be
aut hori zed by the board.

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

(a) Standardi zing the benefit package;

(b) Soliciting conpetitive bids for the benefit package;

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

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

Sec. 5. RCWA41.05.050 and 2007 ¢ 114 s 4 are each anended to read
as follows:

(1) Every: (a) Departnent, division, or separate agency of state
governnent; (b) county, nunicipal, school district, educational service
district, or other political subdivisions; and (c) tribal governnents
as are covered by this chapter, shall provide contributions to

p. 9 ESHB 2245. SL
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i nsurance and health care plans for its enpl oyees and their dependents,
the content of such plans to be determned by the authority.
Contributions, paid by the county, the nunicipality, other politica
subdi vision, or a tribal governnent for their enployees, shall include
an anount determned by the authority to pay such admnistrative
expenses of the authority as are necessary to adm nister the plans for
enpl oyees of those groups, except as provided in subsection (4) of this
section.

(2) If the authority at any tine determ nes that the participation
of a county, nunicipal, other political subdivision, or a tribal
gover nment covered under this chapter adversely inpacts insurance rates

for state enpl oyees, the authority shall inplenment limtations on the
participation of additional county, muni ci pal , other politica
subdi vi sions, or a tribal governnent.

(3) The contributions of any: (a) Departnent, division, or

separate agency of the state governnent; (b) county, nunicipal, or
other political subdivisions; and (c) any tribal governnent as are
covered by this chapter, shall be set by the authority, subject to the
approval of the governor for availability of funds as specifically

appropriated by the |l egislature for that purpose. |Insurance and health
care contributions for ferry enployees shall be governed by RCW
47.64. 270.

(4) (a) ((Beginaning—Septenber—1,—2003,)) The authority shall coll ect

from each participating school district and educational service

district an anmount equal to the conposite rate charged to state

agenci es, plus an anmount equal to the enployee premuns by plan and

famly size as would be charged to state enployees, for groups of

district enployees enrolled in authority plans ((as—ef3Jdanvary—31,—2003—

However——durtng — e — 2005-07 — H-seal — bieantum- — the — author-ty —shak-
] : I o . hool_di . | od . I .

provided—by—thetegistature—for—school—emloyee—heal-th-benetits—plus
arf—arount —egual—to—the —enployee—premuns—by —plan—andtamty-—stze—as
wotHd—bBe—charged—to—state—enmployees—for—groups—of—distriet—enployees
enroH-ed—+n—avthor+ty—plans—as—oef—July—31—2005)). The authority may

coll ect these ampbunts in accordance with the district fiscal year, as
descri bed i n RCW28A. 505. 030.

ESHB 2245. SL p. 10
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(b) For all groups of district enployees enrolling in authority
plans for the first tinme after Septenber 1, 2003, the authority shall
coll ect fromeach participating school district an anmount equal to the
conposite rate charged to state agencies, plus an anmount equal to the
enpl oyee premuns by plan and by famly size as would be charged to
state enployees, only if the authority determnes that this nethod of
billing the districts will not result in a material difference between
revenues from districts and expenditures made by the authority on
behal f of districts and their enployees. The_ authority may coll ect
these anounts in accordance with the district fiscal year, as described

in RCW28A. 505. 030.

(c) If the authority determnes at any tine that the conditions in
(b) of this subsection cannot be net, the authority shall offer
enrol Il ment to additional groups of district enployees on atiered rate
structure until such tine as the authority determ nes there would be no
material difference between revenues and expendi tures under a conposite
rate structure for all district enployees enrolled in authority pl ans.

(d) The authority may charge districts a one-tine set-up fee for
enpl oyee groups enrolling in authority plans for the first tine.

(e) For the purposes of this subsection:

(1) "District" nmeans school district and educational service
district; and

(i1) "Tiered rates" neans the anounts the authority nust pay to
insuring entities by plan and by famly size.

(f) Notwi thstanding this subsection and RCW41.05.065((3))) (4),
the authority may allow districts enrolled on a tiered rate structure
prior to Septenber 1, 2002, to continue participation based on the sane
rate structure and under the sane conditions and eligibility criteria.

(5) The authority shall transmt a recommendati on for the anmpbunt of
t he enpl oyer contribution to the governor and the director of financial
managenent for inclusion in the proposed budgets submtted to the
| egi sl ature.

Sec. 6. RCW41.05.055 and 1995 1st sp.s. ¢ 6 s 4 are each anended
to read as foll ows:

(1) The public enployees' benefits board is created within the
aut hority. The function of the board is to design and approve

p. 11 ESHB 2245. SL
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i nsurance benefit plans for ((state)) enployees and ((sehoel—dist+riet
enployees)) to_establish eligibility criteria for_ participation_in
i nsurance benefit plans.

(2) The board shall be conposed of nine nenbers appointed by the
governor as foll ows:

(a) Two representatives of state enployees, one of whom shal
represent an enployee union certified as exclusive representative of at
| east one bargaining unit of classified enployees, and one of whomis
retired, is covered by a program under the jurisdiction of the board,
and represents an organi zed group of retired public enpl oyees;

(b) Two representatives of school district enployees, one of whom
shall represent an association of school enployees and one of whomis
retired, and represents an organi zed group of retired school enpl oyees;

(c) Four nenbers with experience in health benefit managenent and
cost contai nnent; and

(d) The adm ni strator.

(3) The nmenber who represents an association of school enployees
and one nenber appoi nted pursuant to subsection (2)(c) of this section
shal | be nonvoting nmenbers until such tinme that there are no | ess than
twel ve thousand school district enployee subscribers enrolled with the
authority for health care coverage.

(4) The governor shall appoint the initial nmenbers of the board to
staggered terns not to exceed four years. Menbers appointed thereafter
shall serve two-year ternms. Menbers of the board shall be conpensated
in accordance with RCW 43.03.250 and shall be reinbursed for their
travel expenses while on official business in accordance with RCW
43. 03. 050 and 43.03. 060. The board shall prescribe rules for the
conduct of its business. The adm nistrator shall serve as chair of the
board. Meetings of the board shall be at the call of the chair.

Sec. 7. RCW41.05.065 and 2007 ¢ 156 s 10 and 2007 c¢ 114 s 5 are
each reenacted and anended to read as foll ows:

(1) The board shall study all matters connected with the provision
of health <care ~coverage, life insurance, Iliability insurance,
accidental death and disnenbernent insurance, and disability inconme
i nsurance or any of, or a conbination of, the enunerated types of
i nsurance for enpl oyees and their dependents on the best basis possible
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with relation both to the welfare of the enployees and to the state.
However, liability insurance shall not be nade avail abl e to dependents.

(2) The board shall devel op enpl oyee benefit plans that include
conprehensive health care benefits for ((aH)) enployees. In
devel oping these plans, the board shall consider the follow ng
el enent s:

(a) Methods of maxim zing cost contai nnment while ensuring access to
qual ity health care;

(b) Devel opnent of provider arrangenents that encourage cost
contai nment and ensure access to quality care, including but not
limted to prepaid delivery systens and prospective paynent nethods;

(c) Wellness incentives that focus on proven strategies, such as
snoki ng cessation, injury and acci dent prevention, reduction of al cohol
m suse, appropriate weight reduction, exerci se, autonobile and
nmotorcycle safety, bl ood chol esterol reduction, and nutrition
educati on;

(d) Wilization review procedures including, but not limted to a
cost-efficient nmethod for prior authorization of services, hospita
inpatient length of stay review, requirenents for use of outpatient
surgeries and second opinions for surgeries, review of invoices or
claine submtted by service providers, and performance audit of
provi ders;

(e) Effective coordination of benefits; and

(f) Mninmmstandards for insuring entities((—and

tg—M-mum-scope—and—content —ol—publtc—enployee beneti-t—plans—to
be—otered to—enroteesparticipating—+n—the—enmployee healt-h—beneb
prans)) .

(3) To maintain the conprehensive nature of enployee health care
henefits, ((enployee—eltgibtty—eriterta—related—to—the—nuber—ot
hours —worked —and —the)) benefits provided to enployees shall be
substantially equivalent to the state enpl oyees' health benefits plan
( (ard—egtbity——eriterta)) in effect on January 1, 1993. Nothing in
this subsection ((£2€¢)y)) shall prohibit changes or increases in
enpl oyee point-of-service paynents or enployee prem um paynents for
benefits or the admnistration of a high deductible health plan in
conjunction with a health savings account. The board nmay establish
enpl oyee eligibility criteria which are not substantially equivalent to
enpl oyee eligibility criteriain effect on January 1, 1993.

p. 13 ESHB 2245. SL
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((63))) (4) Except if bargained for_ under chapter 41.80 RCW the
board shall design benefits and determ ne the terns and conditions of
enpl oyee and retired enployee participation and coverage, including
establishment of eligibility criteria subject to the requirenments of
((RCW 41.05.066.  The sane terns and conditions of participation and
coverage, including eligibility criteria, shall apply to state
enployees—and—to—sehool —distriect—enployees—and —educational —service
eh-st+et—enployees)) this chapter. Enployer groups obtaining benefits
t hrough contractual agreenent with the authority for enpl oyees defined
in RCW 41.05.011(6) (a) through (d) nmay contractually agree with the
authority to benefits eligibility criteria which differs from that
determ ned by the board. The eligibility criteria established by the
board shall be no nore restrictive than the foll ow ng:

(a) Except as provided in (b) through (e) of this subsection, an
enployee is eligible for benefits fromthe date of enploynent if the
enpl oyi ng agency antici pates he or she will work an average of at |east
eighty hours per nonth and for at |east eight hours in each nonth for
nore than_si x consecutive nonths. An _enpl oyee _determ ned ineligible
for benefits at the beginning of his or her enploynent shall becone
eligible inthe follow ng circunstances:

(i) An enployee who works an average of at |east eighty hours per
nonth and for at |east eight hours in each nonth and whose anti ci pated
duration of enploynent is revised from less than_or_ equal to_six
consecutive nonths to nore than six consecutive nonths becones eligible
when the revision is nade.

(ii) An enployee who works an average of at |east eighty hours per
nonth over a period of six consecutive nonths and for at |east eight
hours in each of those six_consecutive nonths becones eligible at the
first of the nonth follow ng the six-nonth averagi ng peri od.

(b) A seasonal enployee is eligible for benefits fromthe date of
enpl oynent if the enploying agency anticipates that he or she will work
an average of at least eighty hours per nonth and for at |east eight
hours _in_each _nonth of the season. A seasonal _enpl oyee determ ned
ineligible at the beginning of his or_ her_ enploynent who works an
average of at least half-tine, as defined by the board, per nonth over
a period of six consecutive nonths and at |east eight hours in each of

t hose si x consecutive nmonths becones eligible at the first of the nonth
follow ng the six-nonth averaqi ng period. A benefits-eliqgible seasonal

ESHB 2245. SL p. 14



©O© 00 N O Ol WDN P

W W W W W W W WwWwWwWwWMNDNDNDNDNDNMNDNMDDNMNDNMDNMNMNMDNEPRPPRPEPRPRPRPPRPEPRPERPPRPRE
0O N Ol A WNPEFP O OOWwNOD O P WNEPEOOWOOWwWNO O~ owDdNDE.Oo

enpl oyee__who_works a season_of less than_nine nonths_shall not _be
eligible for the enployer contribution during the off season, but may
continue enrollnent in benefits during the off season_ by self-paying
for the benefits. A benefits-eligible seasonal enployee who _works a
season of nine nonths or nore is eligible for the enployer contribution
through the off season foll ow ng each season worked.

(c) Faculty are eligible as foll ows:

(i) Faculty who the enploying agency anticipates wll work
half-tine or nore for the entire instructional year or equivalent nine-
nonth period are eliqgible for benefits fromthe date of enploynent.
Eligibility shall continue until the beginning of the first full nonth
of the next instructional year, unless the enploynent relationship is
termnated, in_which case_eliqgibility shall cease the_ first nonth
followwng the notice of termnation or the effective date_ of the
term nation, whichever is |ater.

(ii) Faculty who the enpl oyi hg agency anticipates will not work for
the entire instructional year or equivalent nine-nonth period are
eligible for benefits at the beqginning of the second consecutive
guarter or senester of enploynent in which he or she is anticipated to
work, or has actually worked, half-tinme_or_ nore. Such_an_enpl oyee
shall continue to_receive uninterrupted_ enployer contributions_for
benefits if the enployee works at l|east half-tine in_a quarter_ or
senester. Faculty who the enploying agency anticipates will not work
for the entire instructional year or equivalent nine-nonth period, but
who actually work half-tinme or nore throughout the entire instructional
year, are eligible for_ summer_ or_off-quarter_ coverage. Faculty who
have net the criteria of this subsection (4)(c)(ii), who work at | east
two quarters of the academ c year with an_ average acadenic_ year
wor kl oad of half-tinme or nore for three quarters of the academ c year,
and who have worked an average of half-tinme or nore in each of the two
preceding acadenic years shall continue to receive uninterrupted
enpl oyer contributions for benefits if he or she works at |east half-
time in_a quarter or_ senester or works two quarters of the academ c
year with an average academ c workl oad each academ c year of half-tine
or nore for three quarters. Eligibility under this section_ceases
imediately if this criteria is not net.

(iii) Faculty may establish or maintain eligibility for benefits by
working for nore than one institution_ of higher education. When

p. 15 ESHB 2245. SL
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faculty work for nore than one institution of higher education, those
institutions shall prorate the enployer contribution costs, or if
eligibility is reached through one institution, that institution wll
pay the full enployer contribution. Faculty working for nore than one
institution nust alert his or her enployers to his or her potential
eligibility in order to establish eligibility.

(iv) The_ enploying agency nust provide witten notice to faculty
who are potentially eligible for benefits under this subsection (4)(c)
of their potential eligibility.

(v) To be eligible for naintenance of benefits_ through averaging
under (c)(ii) of this subsection, faculty nust provide witten
notification to his or her enploying agency or agencies of his or her
potential eligibility.

(d) A leqgislator is eligible for benefits on the date his or her
termbegins. Al other_ elected and full-tinme_appointed officials of
the legislative and executive branches of state governnent are eligible
for benefits on the date his or her termbegins or they take the oath
of office, whichever occurs first.

(e) A justice of the suprene_court and_judges_ of the court of
appeals and the superior courts becone eligible for benefits on the
date he or she takes the oath of office.

(f) Except as_provided in_(c)(i) and_ (ii)_ of this_subsection,
eligibility ceases for any enployee the first of the nonth foll ow ng
termnation of the enploynent rel ationship.

(g9) In determning eligibility under this section, the_enploying
agency nmy_ disregard_training_ hours, standby hours, or _tenporary
changes _in_work hours as determned by the authority under this
section.

(h) Insurance coverage for all eligible enployees begins on the
first day of the nonth following the date when eligibility for benefits
i s established. If the date eliqgibility is established is the first
wor ki ng day of a nonth, insurance coverage begins on that date.

(i) Eigibility for an_ enployee whose work circunstances are
described by nore than one of the eligibility categories in (a) through
(e) of this subsection shall be determ ned solely by the criteria of
the category that nost closely describes the enployee's work
ci rcunst ances.

ESHB 2245. SL p. 16
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(J) Except for_ an_enployee_eligible for_ benefits_ under (b)_ or
(c)(ii) of this subsection, an enpl oyee who has established eligibility
for benefits under this section shall renmain eligible for benefits each
nmonth in which he or she is in pay status for eight or nore hours, if
(i) he or she renmains in a benefits-eligible position and (ii) |eave
from the benefits-eligible position is_approved by the_ enploying
agency. A_benefits-eligible seasonal enployee is_eligible for_the
enpl oyer contribution in any nonth of his or her season in which he or
she is in_ pay status eight or nore hours during_ that nonth.
Eligibility ends if these conditions are not net, the enploynent
relationship is termnated, or the enployee voluntarily transfers to a
noneligi bl e position.

(k) For the purposes of this subsection:

(i) "Academ c year" neans summer, fall, winter, and spring quarters
or _senesters;

(ii) "Half-tinme" neans one-half of the full-tine academ ¢ workl oad
as determ ned by each institution, except that half-tinme for comunity
and technical college faculty enpl oyees shall have the sane neani ng as
"part-tinme" under RCW28B. 50. 489;

(iii) "Benefits-eliqgible position"” shall be defined by the board.

((4)Y)) (5) The board may authorize prem umcontributions for an
enpl oyee and the enpl oyee's dependents in a nmanner that encourages the
use of cost-efficient managed health care systens. ((Burhg—the2005—
2007 — Hseal — bienntum- — the — board — ey — onby — autbhortze — prem-um
contrbuttons—tor —an—employee—and —the—enployee s —dependents—thal—are
Hre —same— —regardless —of —an —enployee s —status —as —represented —or
nonepresented—hby—a—ecolective—bargat g —untt—under—the —personnel
system—reform—act —ob—2002—The —board —shal—require—participating
school—di-striet—and—educaltonal—service —di-striect—enployees—to-—pay—at
Feast—the—sare—enployee—premws —by—plan—and —famby—size—as—state
erpl-oyees—pay—

£5y)) (6) The board shall develop a health savings account option
for enployees that conformto section 223, Part VII of subchapter B of
chapter 1 of the internal revenue code of 1986. The board shall conply
with all applicable federal standards related to the establishment of
heal t h savi ngs accounts.

((66Y)) (7) Notwi thstanding any other provision of this chapter
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the board shall develop a high deductible health plan to be offered in
conjunction with a health savings account devel oped under subsection
((65))) (6) of this section.

((A)) (8) Enployees shall choose participation in one of the
health care benefit plans devel oped by the board and may be permtted
to wai ve coverage under terns and conditions established by the board.

((8))) (9) The board shall review plans proposed by insuring
entities that desire to offer property insurance and/or accident and
casualty insurance to state enpl oyees through payroll deduction. The
board may approve any such plan for payroll deduction by insuring
entities holding a valid certificate of authority in the state of
Washi ngt on and which the board determnes to be in the best interests
of enpl oyees and the state. The board shall adopt rules setting forth
criteria by which it shall evaluate the plans.

((69Y)) (10) Before January 1, 1998, the public enpl oyees' benefits
board shall make avail able one or nore fully insured |ong-term care
i nsurance plans that conply wth the requirenments of chapter 48. 84 RCW
Such prograns shall be made available to eligible enployees, retired
enpl oyees, and retired school enployees as well as eligible dependents
whi ch, for the purpose of this section, includes the parents of the
enpl oyee or retiree and the parents of the spouse of the enpl oyee or
retiree. Enployees of |ocal governnents, political subdivisions, and
tribal governments not otherwise enrolled in the public enployees’
benefits board sponsored nedical progranms may enroll under terns and
conditions established by the adm nistrator, if it does not jeopardize
the financial viability of the public enployees' benefits board's | ong-
termcare offering.

(a) Participation of eligible enployees or retired enpl oyees and
retired school enployees in any long-term care insurance plan nade
avail able by the public enployees' benefits board is voluntary and
shall not be subject to binding arbitration under chapter 41.56 RCW
Participation is subject to reasonable underwiting guidelines and
eligibility rules established by the public enployees' benefits board
and the health care authority.

(b) The enpl oyee, retired enployee, and retired school enployee are
solely responsible for the paynment of the prem um rates devel oped by
the health care authority. The health care authority is authorized to
charge a reasonable admnistrative fee in addition to the prem um
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charged by the long-termcare insurer, which shall include the health
care authority's cost of admnistration, marketing, and consuner
education materials prepared by the health care authority and the
of fice of the insurance conm ssioner.

(c) To the extent admnistratively possible, the state shal
establish an automatic payroll or pension deduction system for the
paynment of the long-term care i nsurance prem uns.

(d) The public enployees' benefits board and the health care
authority shall establish a technical advisory conmttee to provide
advice in the devel opnent of the benefit design and establishnent of
underwriting guidelines and eligibility rules. The commttee shal
al so advise the board and authority on effective and cost-effective
ways to market and distribute the long-term care product. The
technical advisory commttee shall be conprised, at a mninmm of
representatives of the office of the insurance conmm ssioner, providers
of long-termcare services, licensed i nsurance agents with expertise in
| ong-term care insurance, enployees, retired enpl oyees, retired school
enpl oyees, and other interested parties determ ned to be appropriate by
t he board.

(e) The health care authority shall offer enployees, retired
enpl oyees, and retired school enployees the option of purchasing | ong-
termcare i nsurance through |Iicensed agents or brokers appoi nted by the
|l ong-termcare insurer. The authority, in consultation with the public
enpl oyees' benefits board, shall establish marketing procedures and may
consider all prem um conponents as a part of the contract negotiations
with the long-termcare insurer.

(f) I'n developing the |long-termcare insurance benefit designs, the
public enpl oyees' benefits board shall include an alternative plan of
care benefit, including adult day services, as approved by the office
of the insurance comm ssioner.

(g) The health care authority, with the cooperation of the office
of the insurance comm ssioner, shall develop a consuner education
program for the eligible enployees, retired enployees, and retired
school enpl oyees designed to provide education on the potential need
for long-term care, nethods of financing long-term care, and the
availability of long-term care insurance products including the
products offered by the board.
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(11) The board_ nmy_ establish_ penalties to_be_ inposed by the

authority when the eliqgibility determ nations of an enpl oyi ng agency
fail to conply with the criteria under this chapter

NEW SECTION. Sec. 8. RCW 41.05.053 (Community and technical
col l eges--Part-tinme academ c enpl oyees- - Cont i huous heal t h care
eligibility--Enployer contributions) and 2007 ¢ 302 s 2 & 2006 c¢ 308 s
2 are each repeal ed.

NEW SECTION. Sec. 9. This act takes effect January 1, 2010.

NEW SECTION. Sec. 10. An enployee determned eligible for
benefits prior to January 1, 2010, shall not have his or her
eligibility term nated pursuant to the criteria established under this
act unless the termnation is theresult of: (1) Avoluntary reduction
in work hours; or (2) the enployee's enploynent with an agency ot her
than the agency by which he or she was determned eligible prior to
January 1, 2010.

Passed by the House March 11, 20009.

Passed by the Senate April 26, 2009.

Approved by the Governor May 18, 20009.

Filed in Ofice of Secretary of State May 20, 20009.
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