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HOUSE BI LL 2523

Passed Legislature - 2012 Regul ar Sessi on
State of WAshi ngton 62nd Legi sl ature 2012 Regul ar Session

By Representatives Bailey, Cody, and Kirby; by request of Insurance
Conmmi ssi oner

Read first time 01/17/12. Referred to Commttee on Business &
Fi nanci al Servi ces.

AN ACT Relating to insurers and insurance products; anmending RCW
4.28.080, 48.05.440, 48.06.040, 48.17.010, 48.38.010, 48.38.020,
48. 38. 050, 48.43.310, 48.85.010, 48.85.020, 48.125.050, 48.17.380,
43.70. 235, 48.20.435, 48.43.018, 48.44.215, 48.46.325, 48.43.530,
48. 43. 535, 48.46. 030, 48.46.040, 48.41.110, and 48.43.510; reenacting
and anendi ng RCW48. 43. 005 and 48. 46. 020; and repeal i ng RCW48. 19. 450.

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

Sec. 1. RCW4.28.080 and 2011 ¢ 47 s 1 are each anended to read as
fol |l ows:

Service nmade in the nodes provided in this section is persona
service. The summons shall be served by delivering a copy thereof, as
fol |l ows:

(1) If the action is against any county in this state, to the
county auditor or, during normal office hours, to the deputy auditor,
or in the case of a charter county, summobns nmay be served upon the
agent, if any, designated by the |legislative authority.

(2) If against any town or incorporated city in the state, to the
mayor, city manager, or, during normal office hours, to the mayor's or
city manager's designated agent or the city clerk thereof.

p. 1 HB 2523. SL
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(3) If against a school or fire district, to the superintendent or
conm ssi oner thereof or by |leaving the sane in his or her office with
an assi stant superintendent, deputy comm ssioner, or business nmanager
during normal business hours.

(4) If against a railroad corporation, to any station, freight,
ticket or other agent thereof within this state.

(5) If against a corporation owning or operating sleeping cars, or
hotel cars, to any person having charge of any of its cars or any agent
found within the state.

(6) If against a donestic insurance conpany, to any agent
aut hori zed by such conpany to solicit insurance withinthis state.

(7)(a) If against an ((uwhautherized)) authorized foreign or alien
i nsurance conpany, as provided in RCW48. 05. 200.

(b) If against an wunauthorized insurer, as provided in RCW
48. 05. 215 and 48. 15. 150.

(c) If against a reciprocal insurer, as provided in RCW48. 10. 170.

(d) If against a nonresident surplus |line broker, as provided in
RCW 48. 15. 073.

(e) If against a nonresident insurance producer or title insurance
agent, as provided in RCW48.17.173.

(f) If against a nonresident adjuster, as provided in RCW
48. 17. 380.

(g) If against a fraternal benefit society, as provided in RCW
48. 36A. 350.

(h) 1If against a nonresident reinsurance internediary, as provided
in RCW48. 94. 010.

(1) If against a nonresident |ife settlenment provider, as provided
in RCW48. 102. 011.

(j) If against a nonresident |ife settlenent broker, as provided in
RCW 48. 102. 021

(k) If against a service contract provider, as provided in RCW
48.110. 030.

(1) I'f against a protection product guarantee provider, as provided
in RCW48. 110. 055.

(m If against a discount plan organization, as provided in RCW
48. 155. 020.

(8) If against a conpany or corporation doing any express business,

HB 2523. SL p. 2
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to any agent authorized by said conpany or corporation to receive and
deliver express matters and coll ect pay therefor within this state.

(9) If against a conpany or corporation other than those desi gnated
in subsections (1) through (8) of this section, to the president or
other head of the conpany or corporation, the registered agent,
secretary, cashier or managing agent thereof or to the secretary,
st enographer or office assistant of the president or other head of the
conpany or corporation, registered agent, secretary, cashier or
managi ng agent.

(10) If against a foreign corporation or nonresident joint stock
conpany, partnership or association doing business within this state,
to any agent, cashier or secretary thereof.

(11) If against a mnor under the age of fourteen years, to such
m nor personally, and also to his or her father, nother, guardian, or
if there be none withinthis state, then to any person having the care
or control of such mnor, or with whom he or she resides, or in whose
service he or she is enployed, if such there be.

(12) If against any person for whom a guardi an has been appoi nted
for any cause, then to such guardi an

(13) If against a foreign or alien steanship conpany or steanship
charterer, to any agent authorized by such conpany or charterer to
solicit cargo or passengers for transportation to or fromports in the
state of Washi ngton.

(14) 1f against a self-insurance programregul ated by chapter 48.62
RCW as provided in chapter 48.62 RCW

(15) In all other cases, to the defendant personally, or by |eaving
a copy of the summopns at the house of his or her usual abode with sone
person of suitable age and di scretion then resident therein.

(16) In lieu of service under subsection (15) of this section
where the person cannot wth reasonable diligence be served as
descri bed, the sunmmons nmay be served as provided in this subsection
and shall be deened conplete on the tenth day after the required
mailing: By leaving a copy at his or her usual mailing address with a
person of suitable age and discretion who is a resident, proprietor, or
agent thereof, and by thereafter mailing a copy by first-class mail
postage prepaid, to the person to be served at his or her usual mailing
address. For the purposes of this subsection, "usual mailing address”
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does not include a United States postal service post office box or the
person's place of enpl oynent.

Sec. 2. RCW48.05.440 and 2006 ¢ 25 s 6 are each anended to read
as follows:

(1) "Conpany action | evel event" neans any of the foll ow ng events:

(a) The filing of an RBC report by an insurer indicating that:

(i) The insurer's total adjusted capital is greater than or equal
toits regulatory action |level RBC, but less than its conpany action
| evel RBC,

(i) If a life and disability insurer, the insurer has total
adjusted capital that is greater than or equal to its conpany action
| evel RBC, but less than the product of its authorized control |evel
RBC and ((2-5)) 3 and has a negative trend; or

(iii1) If a property and casualty insurer, the insurer has tota
adjusted capital that is greater than or equal to its conpany action
| evel RBC but | ess than the product of its authorized control |evel RBC
and 3.0 and nmet the trend test determ ned in accordance with the trend
test calculation included in the RBCinstructions;

(b) The notification by the conm ssioner to the insurer of an
adj usted RBC report that indicates an event in (a) of this subsection,
provi ded the insurer does not challenge the adjusted RBC report under
RCW 48. 05. 460; or

(c) If, under RCW48.05.460, an insurer chall enges an adjusted RBC
report that indicates an event in (a) of this subsection, the
notification by the conm ssioner to the insurer that the conm ssioner
has, after a hearing, rejected the insurer's chall enge.

(2) I'nthe event of a conpany action | evel event, the insurer shal
prepare and submt to the conm ssioner an RBC plan that:

(a) ldentifies the conditions that contribute to the conpany action
| evel event;

(b) Contains proposals of corrective actions that the insurer
intends to take and woul d be expected to result in the elimnation of
t he conpany action | evel event;

(c) Provides projections of the insurer's financial results in the
current year and at |least the four succeeding years, both in the
absence of proposed corrective actions and giving effect to the
proposed corrective actions, including projections of statutory

HB 2523. SL p. 4
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operating inconme, net incone, capital, and surplus. The projections
for both new and renewal business m ght include separate projections
for each major line of business and separately identify each
significant incone, expense, and benefit conponent;

(d) Identifies the key assunptions inpacting the insurer's
projections and the sensitivity of the projections to the assunptions;
and

(e) ldentifies the quality of, and problens associated with, the
insurer's business, including but not Ilimted to its assets,
anti ci pat ed busi ness grow h and associ at ed surpl us strain,
extraordinary exposure to risk, mx of business, and use of
reinsurance, if any, in each case.

(3) The RBC pl an shall be submtted:

(a) Wthin forty-five days of the conpany action | evel event; or

(b) If the insurer challenges an adjusted RBC report under RCW
48.05.460, within forty-five days after notification to the insurer
that the conm ssioner has, after a hearing, rejected the insurer's
chal | enge.

(4) Wthin sixty days after the subm ssion by an insurer of an RBC
plan to the comm ssioner, the comm ssioner shall notify the insurer
whet her the RBC plan may be inplenmented or is, in the judgnent of the
conm ssi oner, unsatisfactory. |If the comm ssioner determ nes the RBC
plan is unsatisfactory, the notification to the insurer shall set forth
the reasons for the determ nation, and may set forth proposed revisions
that will render the RBC plan satisfactory. Upon notification fromthe
conmm ssioner, the insurer shall prepare a revised RBC plan, that may
i ncorporate by reference any revisions proposed by the conmm ssioner
and shall submt the revised RBC plan to the conm ssi oner:

(a) Wthin forty-five days after the notification from the
conmi ssi oner; or

(b) If the insurer <challenges the notification from the
conm ssioner under RCW 48.05.460, wthin forty-five days after a
notification to the insurer that the comm ssioner has, after a heari ng,
rejected the insurer's chall enge.

(5 In the event of a notification by the comm ssioner to an
insurer that the insurer's RBC plan or revised RBC plan is
unsati sfactory, the conm ssioner may, subject to the insurer's rights
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to a hearing under RCW48. 05. 460, specify in the notification that the
notification constitutes a regulatory action | evel event.

(6) Every donestic insurer that files an RBC plan or revised RBC
plan with the conm ssioner shall file a copy of the RBC plan or revised
RBC plan with the insurance comm ssioner in any state in which the
insurer is authorized to do business if:

(a) The state has an RBC provision substantially simlar to RCW
48. 05.465(1); and

(b) The insurance comm ssioner of that state has notified the
insurer of its request for the filing in witing, in which case the
insurer shall file a copy of the RBC plan or revised RBC plan in that
state no later than the later of:

(1) Fifteen days after the receipt of notice to file a copy of its
RBC plan or revised plan with the state; or

(ii1) The date on which the RBC plan or revised RBC plan is filed
under subsections (3) and (4) of this section.

Sec. 3. RCWA48.06.040 and 2002 ¢ 227 s 1 are each anended to read
as follows:

To apply for a solicitation permt the person shall:

(1) File with the conm ssioner a request show ng:

(a) Nanme, type, and purpose of insurer, corporation, or syndicate
proposed to be forned,

(h)y ((Nares— — addresses— —Hngerprints —for — subm-sston — Lo —the
Vashington—state patrol—Ithe—tederal—bureav—ol—investigati-on—and—any
governrental—agency —or—enti-by—authortzed —to—recetvethis—+nlormaton
For—a—state—and —pattonal —erbmnal — bh-story —background —eheck——and
bustness—records—ol—each person—assoctated—orto-beassoctated+n—the
Format+on — o — the — proposed — basurer— — corpoeration— — oF — syndieate))
Bi ographical reports on forns prescribed by the national association of
i nsurance conni ssioners evidencing the general trustworthiness and
conpet ence of each individual who is serving or who will serve as an
officer, director, trustee, enployee, or_ fiduciary of the_insurer,
corporation, or syndicate to be forned;

(c) Third-party verification reports from a vendor authorized_ by
the national association of insurance conm ssioners to performa state,
national, and international background history check of any person who

HB 2523. SL p. 6
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exercises_control over the financial dealings and operations_of the
insurer, corporation, or syndicate;

((€e))) (d) Full disclosure of the terns of all understandi ngs and
agreenents existing or proposed anbng persons so associated relative to
the proposed insurer, corporation, or syndicate, or the formation
t her eof ;

((€))) (e) The plan according to which solicitations are to be
made; and

(()y)) (f) Additional information as the conm ssioner may
reasonably require.

(2) File with the conm ssioner:

(a) Oiginal and copies in triplicate of proposed articles of
i ncorporation, or syndicate agreenent; or, if the proposed insurer is
a reciprocal, original and duplicate of the proposed subscribers'
agreenent and attorney-in-fact agreenent;

(b) Original and duplicate copy of any proposed byl aws;

(c) Copy of any security proposed to be issued and copy of
application or subscription agreenent for that security;

(d) Copy of any insurance contract proposed to be offered and copy
of application for that contract;

(e) Copy of any prospectus, advertising, or literature proposed to
be used; and

(f) Copy of proposed formof any escrow agreenent required.

(3) Deposit with the comm ssioner the fees required by |aw to be
paid for the application including fees associated with the state and
national crimnal history background check, for filing of the articles
of incorporation of an insurer, for filing the subscribers' agreenent
and attorney-in-fact agreenent if the proposed insurer is a reciprocal,
for the solicitation permt, if granted, and for filing articles of
incorporation with the secretary of state.

Sec. 4. RCW48.17.010 and 2010 ¢ 67 s 2 are each anended to read
as follows:

The definitions in this section apply throughout this title unless
the context clearly requires otherw se.

(1) "Adjuster" nmeans any person who, for conpensation as an
i ndependent contractor or as an enpl oyee of an independent contractor,
or for fee or comm ssion, investigates or reports to the adjuster's

p. 7 HB 2523. SL
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principal relative to clainms arising under insurance contracts, on
behal f solely of either the insurer or the insured. An attorney-at-I|aw
who adjusts insurance losses from tine to tinme incidental to the
practice of his or her profession or an adjuster of marine |losses is
not deenmed to be an "adjuster" for the purpose of this chapter. A
sal ari ed enpl oyee of an insurer or of a managi ng general agent is not
deened to be an "adjuster" for the purpose of this chapter, except when
acting as a crop adjuster.

(a) "Independent adjuster” neans an adjuster representing the
interests of the insurer.

(b) "Public adjuster” neans an adjuster enployed by and
representing solely the financial interests of the insured nanmed in the
policy.

(c) "Crop adjuster” nmeans an adjuster, including (i) an i ndependent
adjuster, (ii) a public adjuster, and (iii) an enployee of an insurer
or managi ng general agent, who acts as an adjuster for clains arising
under crop insurance. A salaried enployee of an insurer or of a
managi ng general agent who is certified by a crop adjuster program
approved by the risk nmanagenent agency of the United States departnent
of agriculture is not a "crop adjuster"” for the purposes of this
chapter. Proof of certification nust be provided to the conm ssioner
upon request.

(2) "Business entity" means a corporation, associ ati on,
partnership, limted liability conpany, limted liability partnershinp,
or other legal entity.

(3) "Crop insurance" nmeans insurance coverage for damage to crops
from unfavorabl e weather conditions, fire or lightning, flood, hail
insect infestation, disease, or other yield-reducing conditions or
perils provided by the private insurance market, or nmultiple peril crop
insurance reinsured by the federal crop insurance corporation,
including but not limted to revenue insurance.

(4) "Honme state" nmeans the District of Colunbia and any state or
territory of the United States or province of Canada in which an
i nsurance producer or adjuster maintains the insurance producer's or
adj uster's principal place of residence or principal place of business,
and is licensed to act as an insurance producer or adjuster.

(5) "Insurance education provider" neans any insurer, health care
service contractor, health nmaintenance organization, professional

HB 2523. SL p. 8



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNNMNDNMNMNMNNNMNPPRPPRPPRPPRPERPERPRPPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo NOoO O W DN PEe o

associ ation, educational institution created by Washi ngton statutes, or
vocational school Ilicensed under Title 28C RCW or independent
contractor to which the conm ssioner has granted authority to conduct
and certify conpletion of a course satisfying the insurance education
requi renents of RCW48.17. 150.

(6) "lInsurance producer” nmeans a person required to be |icensed
under the laws of this state to sell, solicit, or negotiate insurance.
"I nsurance producer” does not include title insurance agents as defined
in subsection (16) of this section or surplus |line brokers |icensed
under chapter 48.15 RCW

(7) "lnsurer" has the sanme neaning as in RCW 48.01.050, and
includes a health care service contractor as defined in RCW48.44.010
and a heal th mai nt enance organi zati on as defined in RCW48. 46. 020.

(8 "License" neans a docunent issued by the comm ssioner
aut horizing a person to act as an i nsurance producer or title insurance
agent for the lines of authority specified in the docunent. The
license itself does not create any authority, actual, apparent, or
i nherent, in the holder to represent or conmt to an insurer.

(9) "Limted line credit insurance" includes credit life, credit
disability, credit property, credit unenpl oynent , i nvol unt ary
unenpl oynent, nortgage |ife, nortgage guaranty, nortgage disability,
autonobile dealer gap insurance, and any other form of insurance
offered in connection with an extension of credit that is |limted to
partially or wholly extinguishing the credit obligation that the
comm ssioner determ nes should be designated a form of limted I|ine
credit insurance.

(10) "NAIC' neans national association of insurance comm Ssioners.

(11) "Negotiate" mnmeans the act of conferring directly with, or
offering advice directly to, a purchaser or prospective purchaser of a
particular contract of insurance concerning any of the substantive
benefits, terns, or conditions of the contract, provided that the
person engaged in that act either sells insurance or obtains insurance
frominsurers for purchasers.

(12) "Person" neans an individual or a business entity.

(13) "Sell"™ means to exchange a contract of insurance by any neans,
for noney or its equival ent, on behalf of an insurer.
(14) "Solicit" means attenpting to sell insurance or asking or

p. 9 HB 2523. SL
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urging a person to apply for a particular kind of insurance from a
particul ar insurer.

(15) "Term nate" means the cancellation of the relationship between
an insurance producer and the insurer or the termnation of an
i nsurance producer's authority to transact insurance.

(16) "Title insurance agent"” neans a business entity |icensed under
the laws of this state and appointed by an authorized title insurance
conpany to sell, solicit, or negotiate insurance on behalf of the title
I nsurance conpany.

(17) "Uniform application" means the current version of the NAIC
uni form application for individual insurance producers for resident and
nonr esi dent 1 nsurance producer |icensing.

(18) "Uniform business entity application” neans the current
version of the NAIC uniformapplication for business entity insurance
license or registration for resident and nonresi dent business entities.

Sec. 5. RCW48.38.010 and 2010 ¢ 27 s 2 are each anended to read
as follows:

The comm ssioner may grant a certificate of exenption to any
I nsurer or educati onal , religious, charitabl e, or scientific
institution conducting a charitable gift annuity business:

(1) Wiich is organized and operated exclusively as, or for the
pur pose of aiding, an educational, religious, charitable, or scientific
institution which is organized as a nonprofit organization wthout
profit to any person, firm partnership, association, corporation, or
ot her entity;

(2) Which possesses a current tax exenpt status under the | aws of
the United States;

(3) Which serves such purpose by issuing charitable gift annuity
contracts only for the benefit of such educational, religious,
charitable, or scientific institution;

(4) Wiich appoints the insurance commissioner as its true and
| awful attorney upon whom may be served |l awful process in any action,
suit, or proceeding in any court, which appointnment is irrevocable
bi nds the insurer or institution or any successor in interest, remains
in effect as long as there is in force in this state any contract nade
or issued by the insurer or institution, or any obligation arising

HB 2523. SL p. 10
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therefrom and nust be processed in accordance wth RCW ((48-05210))
48. 05. 200;

(5) Wiich is fully and legally organized and qualified to do
busi ness and has been actively doing business under the |aws of the
state of its domcile for a period of at |east three years prior toits
application for a certificate of exenption;

(6) Wiich has and maintains mni mumunrestricted net assets of five
hundred thousand dollars. "Unrestricted net assets" neans the excess
of total assets over total liabilities that are neither permanently
restricted nor tenporarily restricted by donor-inposed stipul ations;

(7) Which files with the insurance conm ssioner its application for
a certificate of exenption show ng:

(a) I'ts nane, location, and organization date;

(b) The kinds of charitable annuities it proposes to offer;

(c) Astatenent of the financial condition, nmanagenent, and affairs
of the organization and any affiliate thereof, as that termis defined
in RCW 48.31B. 005, on a form satisfactory to, or furnished by the
I nsurance comm Ssi oner;

(d) O her docunents, stipulations, or information as the insurance
comm ssioner may reasonably require to evidence conpliance with the
provi sions of this chapter;

(8) Which subjects itself and any affiliate thereof, as that term
is defined in RCW48. 31B. 005, to periodi c exam nati ons conducted under
chapter 48.03 RCW as may be deened necessary by the insurance
conmm ssi oner ;

(9) Wich files wth the insurance conmssioner for the
conm ssi oner's advance approval a copy of any policy or contract form
to be offered or issued to residents of this state. The grounds for
di sapproval of the policy or contract form are set forth in RCW
48.18.110; and

(10) Wi ch:

(a) Files with the insurance comm ssioner annually, within sixty
days of the end of its fiscal year a report of its current financial
condi tion, nmanagenent, and affairs, on a form and in a nmanner
prescribed by the comm ssioner, as well as such other financial
material as nmay be requested, including the annual statenent or other
such financial materials as may be requested relating to any affiliate,
as that termis defined i n RCW 48. 31B. 005;

p. 11 HB 2523. SL
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(b) Attaches to the report of its current financial condition the
statenment of a qualified actuary setting forth the actuary's opinion
relating to annuity reserves and other actuarial itens for the fiscal
year covered by the report. "Qualified actuary" as wused in this
subsection neans a nenber in good standing of the Anmerican acadeny of
actuaries or a person who has otherwise denponstrated actuari al
conpetence to the satisfaction of the insurance regulatory official of
the domciliary state; and

(c) On or before March 1st of each year, pays an annual filing fee
of twenty-five dollars plus five dollars for each charitable gift
annuity contract witten for residents of this state during its fiscal
year endi ng on or before Decenber 31st of the previous cal endar year.

Sec. 6. RCWA48.38.020 and 2002 ¢ 295 s 1 are each anended to read
as follows:

(1) Upon granting to such insurer or institution under RCW
48.38.010 a certificate of exenption to conduct a charitable gift
annuity business, the insurance comm ssioner shall require it to
establish and maintain a separate reserve fund adequate to neet the
future paynents under its charitable gift annuity contracts.

(2) The assets of the separate reserve fund:

(a) Shall be held legally and physically segregated fromthe other
assets of the certificate of exenption hol der;

(b) Shall be invested in the sane nanner that persons of reasonabl e
prudence, discretion, and intelligence exercise in the managenent of a
like enterprise, not in regard to speculating but in regard to the
per manent di sposition of their funds, considering the probable incone
as well as the probable safety of their capital. Investnents shall be
of sufficient value, liquidity, and diversity to assure the insurer or
institution's ability to neet its outstandi ng obligations; and

(c) Shall not be liable for any debts of the insurer or institution
hol ding a certificate of exenption under this chapter, other than those
incurred pursuant to the issuance of charitable gift annuities.

(3) The anmpbunt of the separate reserve fund shall be:

(a) For contracts issued prior to July 1, 1998, not |ess than an
anount conputed in accordance with the standard of valuation based on
the 1971 individual annuity nortality table with six percent interest
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for single premum imrediate annuity contracts and four percent
interest for all other individual annuity contracts;

(b) For contracts issued on or after July 1, 1998, in an anobunt not
| ess than the aggregate reserves cal cul ated according to the standards
set forth in RCW48.74.030 for other annuities with no cash settlenent
opti ons;

(c) Plus a surplus of ten percent of the conbi ned anounts under (a)
and (b) of this subsection.

(4) The general assets of the insurer or institution holding a
certificate of exenption under this chapter shall be |iable for the
paynment of annuities to the extent that the separate reserve fund is
i nadequat e.

(5) ((Fer—any—fattuwre—on—+ts—part—to—estabb-sh-and—maintabn—the
separate—reserve—bund-—tHhe —insurance —conm-sstoner —shalH-—revoke—ts
certificate of- exenption.

£6))) If an institution holding a certificate of exenption under
RCW 48. 38. 010 has purchased a single premumlife annuity that pays the
entire ampunt stipulated in the gift annuity agreenent or agreenents
froman insurer (a) holding a certificate of authority under chapter
48.05 RCW (b) licensed in the state in which the institution has its
principle office, and (c) licensed in the state in which the single
premumlife annuity is issued, then in determ ning the m ni numreserve
fund that nust be maintained under this section, a deduction shall be
all owed fromthe mninmum reserve fund in an anpunt not exceeding the
reserve fund anount required for the annuity or annuities for which the
single premium life annuity is purchased, subject to the follow ng
condi tions:

(i) The institution has filed wth the comm ssioner a copy of the
single premumlife annuity purchased and specifying which charitable
gift annuity or annuities are being insured; and

(11) The institution has entered into a witten agreenent with the
annuitant and the insurer issuing the single premium life annuity
providing that if for any reason the institution is unable to continue
maki ng the annuity paynents required by its annuity agreenents, the
annuitants shall receive paynments directly from the insurer and the
insurer shall be credited with all of these direct paynents in the
accounts between the insurer and the institution.
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Sec. 7. RCWA48.38.050 and 1998 ¢ 284 s 4 are each anended to read
as follows:

(1) The insurance comm ssioner may refuse to grant, or nmay revoke
or suspend, a certificate of exenption if the insurance comm ssioner
finds that the insurer or institution does not neet the requirenents of
this chapter or if the i nsurance conm ssioner finds that the insurer or
institution has violated RCW 48.01.030 ((ef)), any provisions of
chapter 48.30 RCW_or this chapter, and_any applicable provisions_of
Title 284 WAC, or is found by the insurance comm ssioner to be in such
condition that its further issuance of charitable gift annuities would
be hazardous to annuity contract hol ders and the people of this state.

(2) After hearing or with the consent of the insurer or institution
and in addition to or inlieu of the suspension, revocation, or refusal
to renew any certificate of exenption, the conmm ssioner may | evy a fine
upon the insurer or institution in an amount not nore than ten thousand
dollars. The order | evying such a fine shall specify the period within
which the fine shall be fully paid and which period shall not be |ess
than fifteen nor nore than thirty days from the date of the order.
Upon failure to pay such a fine when due the conm ssioner ((shatHh)) may
revoke the certificate of exenption of the insurer or institution if

not already revoked, and the fine shall be recovered in a civil action
brought in behalf of the conm ssioner by the attorney general. Any
fine so collected shall be paid by the commssioner to the state
treasurer for the account of the general fund.

Sec. 8. RCWA48.43.310 and 1998 ¢ 241 s 3 are each anended to read
as follows:

(1) "Conpany action | evel event" nmeans any of the foll ow ng events:

(a) The filing of an RBC report by a carrier which indicates that:

(i) The carrier's total adjusted capital is greater than or equal
to its regulatory action level RBC but less than its conpany action
| evel RBC;, or

(ii1) The carrier has total adjusted capital which is greater than
or equal to its conpany action |evel RBC but |ess than the product of
its authorized control level RBC and ((2-5)) 3 and has a negative
trend,

(b) The notification by the conmssioner to the carrier of an

HB 2523. SL p. 14
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adj usted RBC report that indicates an event in (a) of this subsection,
provided the carrier does not challenge the adjusted RBC report under
RCW 48. 43. 330; or

(c) If, under RCW48.43.330, a carrier challenges an adjusted RBC
report that indicates the event in (a) of this subsection, the
notification by the conm ssioner to the carrier that the conm ssioner
has, after a hearing, rejected the carrier's chall enge.

(2) I'nthe event of a conpany action | evel event, the carrier shal
prepare and submt to the conm ssioner an RBC plan that:

(a) ldentifies the conditions that contribute to the conpany action
| evel event;

(b) Contains proposals of corrective actions that the carrier
intends to take and woul d be expected to result in the elimnation of
t he conpany action | evel event;

(c) Provides projections of the carrier's financial results in the
current year and at |east the four succeeding years, both in the
absence of proposed corrective actions and giving effect to the
proposed corrective actions, including projections of statutory
operating inconme, net incone, capital, surplus, capital and surplus,
and net worth. The projections for both new and renewal busi ness m ght

i nclude separate projections for each mjor line of business and
separately identify each significant incone, expense, and benefit
conponent ;

(d) Identifies the key assunptions inpacting the «carrier's
projections and the sensitivity of the projections to the assunptions;
and

(e) ldentifies the quality of, and problens associated with, the
carrier's business, including but not I|imted to its assets,
anti ci pat ed busi ness grow h and associ at ed surpl us strain,
extraordinary exposure to risk, mx of business, and use of
reinsurance, if any, in each case.

(3) The RBC pl an shall be submtted:

(a) Wthin forty-five days of the conpany action | evel event; or

(b) If the carrier challenges an adjusted RBC report under RCW
48.43.330, within forty-five days after notification to the carrier
that the conm ssioner has, after a hearing, rejected the carrier's
chal | enge.
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(4) Wthin sixty days after the subm ssion by a carrier of an RBC
plan to the comm ssioner, the comm ssioner shall notify the carrier
whet her the RBC plan may be inplenmented or is, in the judgnent of the
comm ssi oner, unsatisfactory. If the comm ssioner determ nes the RBC
plan is unsatisfactory, the notification to the carrier shall set forth
the reasons for the determ nation, and may set forth proposed revisions
that will render the RBC plan satisfactory. Upon notification fromthe
conmm ssioner, the carrier shall prepare a revised RBC plan, that may
i ncorporate by reference any revisions proposed by the conmm ssioner
and shall submt the revised RBC plan to the conm ssi oner:

(a) Wthin forty-five days after the notification from the
conmi ssi oner; or

(b) If the carrier <challenges the notification from the
conmm ssioner under RCW 48.43.330, within forty-five days after a
notification to the carrier that the comm ssioner has, after a heari ng,
rejected the carrier's chall enge.

(5 Inthe event of a notification by the conm ssioner to a carrier
that the carrier's RBC plan or revised RBC plan is unsatisfactory, the
conmm ssi oner may, subject to the carrier's rights to a hearing under
RCW 48.43.330, specify in the notification that the notification
constitutes a regulatory action | evel event.

(6) Every donestic carrier that files an RBC plan or revised RBC
plan with the conm ssioner shall file a copy of the RBC plan or revised
RBC plan with the insurance comm ssioner in any state in which the
carrier is authorized to do business if:

(a) Such state has an RBC provision substantially simlar to RCW
48. 43. 335(1); and

(b) The insurance comm ssioner of that state has notified the
carrier of its request for the filing in witing, in which case the
carrier shall file a copy of the RBC plan or revised RBC plan in that
state no later than the later of:

(i) Fifteen days after the receipt of notice to file a copy of its
RBC plan or revised plan with the state; or

(ii1) The date on which the RBC plan or revised RBC plan is filed
under subsections (3) and (4) of this section.

Sec. 9. RCW48.85.010 and 2008 ¢ 145 s 21 are each anended to read
as foll ows:
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The departnment 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 long-term care
partnership, whereby private i nsurance 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 or 48.83 RCWand
meeting the criteria prescribed in this chapter, and any other terns as
specified by the office of the insurance commssioner and the
departnment of social and health services, this programshall allow for
the exclusion of sonme or all of the individual's assets in
determnation of nedicaid eligibility as approved by the ((federal
health —eare —Hnanetlng —admnistration)) centers for nedicare_and
nedi cai d servi ces.

Sec. 10. RCW 48.85.020 and 1995 1st sp.s. ¢ 18 s 77 are each
anmended to read as foll ows:

The departnent of social and health services shall seek approva
fromthe ((federal—healthcare—Hnanretngadmnistration)) centers for
nedicare__and_nedicaid_services to allow the protection of an
i ndividual's assets as provided in this chapter. The departnent shal
adopt all rules necessary to inplenent the Washington long-term care
partnership program which rules shall permt the exclusion of all or
sone of an individual's assets in a manner specified by the departnent
in a determnation of nedicaid eligibility to the extent that private
| ong-term care i nsurance provides paynent or benefits for services.

Sec. 11. RCW48.125.050 and 2004 ¢ 260 s 7 are each anended to
read as foll ows:

A self-funded nmultiple enployer welfare arrangenent nust apply for
a certificate of authority on a form prescribed by the conm ssi oner and
must submt the application, together with the follow ng docunents, to
t he conm ssi oner:

(1) A copy of all articles, bylaws, agreenents, trusts, or other
docunents or instrunments describing the rights and obligations of the
enpl oyers, enpl oyees, and beneficiaries of the arrangenent;

(2) A copy of the summary plan description or summary plan
descriptions of the arrangenent, including those filed or required to
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be filed wth the United States departnment of |abor, together with any
amendnents to the description;

(3) Evidence of coverage of or letters of intent to participate
executed by at |east twenty enployers providing all owable benefits to
at | east seventy-five enpl oyees;

(4) A copy of the arrangenent's nost recent year's financial
statements that nust include, at a mninum a bal ance sheet, an incone
statenent, a statenment of changes in financial position, and an
actuarial opinion signed by a qualified actuary stating that the unpaid
claimliability of the arrangenent satisfies the standards under this
title;

(5) Proof that the arrangenent maintains or will maintain fidelity
bonds required by the United States departnent of |abor under the
enpl oyee retirenent inconme security act of 1974, 29 U S.C. Sec. 1001 et
seq. ;
(6) A copy of any excess of |oss insurance coverage policies
mai nt ai ned or proposed to be maintai ned by the arrangenent;

(7) Biographical reports on forns prescribed by the national
association of insurance conmm ssioners evidencing the general
trustworthi ness and conpet ence of each individual who is serving or who
wll serve as an officer, director, trustee, enployee, or fiduciary of
t he arrangenent;

(8) ((Fngerprint—cards—and—ecuwrrent—feespayabletothe Vashington
state —patrel)) Third-party verification_ reports_ from_ a_ vendor
aut horized by the national association_of insurance conm ssioners to
perform a state ((and)), national, and__international crimna
background history ((background)) check of any person who exercises
control over the financial dealings and operations of the self-funded
mul ti pl e enpl oyer wel fare arrangenent, including collection of enployer
contributions, investnent of assets, paynent of clains, rate setting,
and cl ai s adj udi cation. The ((Hnrgerpr+nats)) third-party verification
reports and any additional information ((mey)) nust be submtted to
((the federal- bureau of investigation and any results of the check nust
be—+eturnedto)) the office of the insurance comm ssioner. The results
may be di ssem nated to any governnental agency or entity authorized to
receive them and

(9) A statenent executed by a representative of the arrangenment

HB 2523. SL p. 18



© 00 N O Ol WDN P

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
37

certifying, to the best know edge and belief of the representative
t hat :

(a) The arrangenent is in conpliance with RCW48. 125. 030;

(b) The arrangenent is in conpliance with the requirenents of the
enpl oyee retirenent inconme security act of 1974, 29 U S.C. Sec. 1001 et
seq., or a statenent of any requirenents with which the arrangenent is
not in conpliance and a statenment of proposed corrective actions; and

(c) The arrangenent is in conpliance with RCW 48.125.060 and
48. 125. 070.

Sec. 12. RCW48.17.380 and 2011 ¢ 47 s 10 are each anended to read
as follows:

(1) Application for alicense to be an adjuster nust be made to the
conmmi ssi oner upon forns furni shed by the conm ssi oner.

(a) As a part of or in connection with the application, ((an
Hadividual)) each_ resident applicant, and__ nonresident  applicant
designating Washington as the applicant's hone state nust furnish
i nformation concerning his or her identity, including fingerprints for
subm ssion to the Wshington state patrol, the federal bureau of
i nvestigation, and any governnental agency or entity authorized to
receive this information for a state and national crimnal history
background check, personal history, experience, business record,
pur poses, and other pertinent facts, as the comm ssi oner nay reasonably
require. If, in the process of verifying fingerprints, business
records, or other information, the conm ssioner's office incurs fees or
charges from anot her governnental agency or froma business firm the
anount of the fees or charges nust be paid to the comm ssioner's office
by the applicant.

(b) A _nonresident _person_holding_ an_adjuster's_|license_ or
equivalent in a state other than WAshington that is the applicant's
honme state, or is designated as the applicant's hone state, nust conply
with the requirenents of this section, wth the exception_ of the
fingerprint requirenent contained in (a) of this subsection.

(2) Any person willfully m srepresenting any fact required to be
di scl osed in any application shall be liable to penalties as provided
by this code.

(3) The commi ssioner |icenses as an adjuster only an individual or
busi ness entity which has otherw se conplied with this code and the
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i ndi vidual or responsible officer of the business entity has furni shed
evidence satisfactory to the comm ssioner that the individual or
responsi bl e officer of the business entity is qualified as foll ows:

(a) I's eighteen or nore years of age;

(b) I's a bona fide resident of this state, or is a resident of a
state which will permt residents of this state to act as adjusters in
such ot her state;

(c) I's atrustwrthy person;

(d) Has had experience or special education or training wth
reference to the handling of |oss clains under insurance contracts, of
sufficient duration and extent reasonably to nmake the individual or
responsi ble officer of the business entity conpetent to fulfill the
responsibilities of an adjuster;

(e) Has successfully passed any exam nation as required under this
chapter;

(f) If for a public adjuster's license, has filed the bond required
by RCW48. 17. 430;

(g) If a nonresident business entity, has designated an individual
i censed adjuster responsible for the business entity's conpliance with
the insurance laws and rules of this state.

(4) If _an_applicant's principal place of residence or_principa
pl ace of business is located in a state or province that does not have

| aws governing adjusters substantially simlar to those of this state,
the applicant may designate this state or another state or province in
which the applicant is licensed and_acts as_an_ adjuster to_ be_the
applicant's hone state for the purposes of this chapter.

(5) If the applicant designates this state or another state or
province as the applicant's hone state, to be eligible for licensure in
this state, the applicant nust have satisfied the requirenents_ for
licensure _as a resident adjuster under the laws of the applicant's
desi gnat ed hone state.

(6)(a) Each licensed nonresident adjuster, by application for and
i ssuance of a license, has appoi nted the conm ssioner as the adjuster's
attorney to receive service of |egal process against the adjuster in
this state upon causes of action arising within this state. Service
upon the conmm ssioner as attorney constitutes effective | egal service
on the adjuster.
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(b) The appoi ntnment of the conmm ssioner as attorney is irrevocabl e,
bi nds any successor in interest or to the assets or liabilities of the
adjuster, and renains in effect for as long as there could be any cause
of action against the adjuster arising out of the adjuster's
transactions in this state. The service of process nust be
acconplished and processed in the manner prescribed wunder RCW
48. 02. 200.

((65))) (7) The comm ssioner may require any docunents reasonably
necessary to verify the information contained in an application and
may, fromtine to tinme, require any |licensed adjuster to produce the
information called for in an application for a license.

NEW SECTION. Sec. 13. RCW 48.19.450 (Casualty rate filing--
Credit) and 1986 ¢ 305 s 907 are each repeal ed.

Sec. 14. RCW43.70.235 and 2005 ¢ 54 s 1 are each anended to read
as follows:

(1) The departnent shall adopt rules providing a procedure and
criteria for certifying one or nore organizations to perform
i ndependent review of health care disputes described in RCW48. 43. 535.

(2) The rules nust require that the organi zati on ensure:

(a) The confidentiality of medical records transmtted to an
i ndependent revi ew organi zati on for use in i ndependent reviews;

(b) That each health <care provider, physician, or contract
specialist making review determnations for an independent review
organi zation is qualified. Physicians, other health care providers,
and, if applicable, contract specialists nust be appropriately
licensed, certified, or registered as required in Washington state or
in at |east one state with standards substantially conparable to
Washi ngton state. Revi ewers may be drawn from nationally recognized
centers of excellence, academ c institutions, and recognized |eading
practice sites. Expert nedical reviewers should have substantial,
recent clinical experience dealing with the sane or simlar health
conditions. The organization nmust have denonstrated expertise and a
history of reviewng health care in terns of nedical necessity,
appropriateness, and the application of other health plan coverage
provi si ons;
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(c) That any physician, health care provider, or contract
speci alist making a review determnation in a specific review is free
of any actual or potential conflict of interest or bias. Neither the
expert reviewer, nor the independent review organization, nor any
officer, director, or managenent enployee of the independent review
organi zati on may have any material professional, famlial, or financial
affiliation with any of the follow ng: The health carrier;
pr of essi onal associations of carriers and providers; the provider; the
provider's nedical or practice group; the health facility at which the
servi ce woul d be provided; the devel oper or manufacturer of a drug or
devi ce under review, or the enroll ee;

(d) The fairness of the procedures used by the independent review
organi zation in maki ng the determ nations;

(e) That each independent review organization nake its
determ nation

(1) Not later than the earlier of:

(A) The fifteenth day after the date the independent review
organi zation receives the information necessary to nmake the
determ nation; or

(B) The twentieth day after the date the independent review
organi zation receives the request that the determ nation be nmade. In
exceptional circunstances, when the i ndependent review organi zati on has
not obtained information necessary to nake a determnation, a
determ nation may be made by the twenty-fifth day after the date the
organi zation received the request for the determ nati on; and

(ii) I'n ((cases of a condition that-could seriously {eopardize the

Ll ee' s healtl il . : : on | I
Hre—eart-er—of—

£A)r)) requests for expedited review under RCW 48.43.535(7)(a), as
expeditiously as_possible but within not nore than seventy-two hours
after the date the independent review organization receives the
((inf . | I I . on:

By —Fhe —etghth —day —after —the —date —the —independent —review
organi zation receives the request that the determnation be nade))
request for expedited review,

(f) That tinely notice is provided to enrollees of the results of
the independent review, including the clinical basis for the
determ nation
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(g) That the independent review organization has a quality
assurance nechanismin place that ensures the tineliness and quality of
revi ew and conmuni cati on of determ nations to enrollees and carriers,
and the qualifications, inpartiality, and freedom from conflict of
interest of the organization, its staff, and expert reviewers; and

(h) That the independent review organization neets any other
reasonable requirenents of the departnment directly related to the
functions the organization is to perform under this section and RCW
48.43.535, and related to assessing fees to carriers in a manner
consistent with the maxi num f ee schedul e devel oped under this section.

(3) To be certified as an independent review organization under
this chapter, an organization must submt to the departnent an
application in the formrequired by the departnent. The application
must i ncl ude:

(a) For an applicant that is publicly held, the nanme of each
st ockhol der or owner of nore than five percent of any stock or options;

(b) The name of any hol der of bonds or notes of the applicant that
exceed one hundred thousand dol | ars;

(c) The nane and type of business of each corporation or other
organi zation that the applicant controls or is affiliated with and the
nature and extent of the affiliation or control;

(d) The nane and a bi ographi cal sketch of each director, officer
and executive of the applicant and any entity listed under (c) of this
subsection and a description of any relationship the naned individual
has w th:

(1) Acarrier;

(1i) Autilization review agent;

(ti1) Anonprofit or for-profit health corporation;

(iv) A health care provider;

(v) A drug or device manufacturer; or

(vi) A group representing any of the entities described by (d)(i)
t hrough (v) of this subsection;

(e) The percentage of the applicant's revenues that are anti ci pated
to be derived fromreviews conducted under RCW48. 43. 535;

(f) A description of the areas of expertise of the health care
prof essional s and contract specialists nmaking review determ nations for
t he applicant; and
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(g0 The procedures to be wused by the independent review
organi zation in making review determnations regarding reviews
conduct ed under RCW48. 43. 535.

(4) If at any tinme there is a material change in the information
included in the application under subsection (3) of this section, the
i ndependent review organi zati on shall submt updated information to the
depart nent.

(5) An independent review organi zati on may not be a subsidiary of,
or in any way owned or controlled by, a carrier or a trade or
pr of essi onal associ ation of health care providers or carriers.

(6) An independent review organization, and individuals acting on
its behalf, are immune from suit in a civil action when performng
functions under chapter 5, Laws of 2000. However, this immunity does
not apply to an act or omssion nade in bad faith or that involves
gross negl i gence.

(7) Independent review organi zations nust be free frominterference
by state governnment in its functioning except as provided in subsection
(8) of this section.

(8) The rules adopted under this section shall include provisions
for termnating the certification of an i ndependent review organi zation
for failure to conply with the requirenents for certification. The
departnment may review the operation and perfornmance of an i ndependent
revi ew organi zation in response to conplaints or other concerns about
conpl i ance. No later than January 1, 2006, the departnent shall
devel op a reasonable maximum fee schedule that independent review
organi zations shall use to assess carriers for conducting reviews
aut hori zed under RCW48. 43. 535.

(9) I'n adopting rules for this section, the departnent shall take
into consideration standards for independent review organizations
adopted by national accreditation organizations. The departnent may
accept national accreditation or certification by another state as
evi dence that an organi zation satisfies some or all of the requirenents
for certification by the departnent as an independent review
or gani zati on.

Sec. 15. RCW48. 20.435 and 2011 ¢ 314 s 1 are each anended to read
as foll ows:

((Aay)) (1)  Each disability insurance contract that 1is_ not
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grandfathered _ and _ that provi des coverage for a subscriber's
((dependent)) child nust offer the option of covering any ((dependent))
child under the age of twenty-six.

(2) Each grandfathered disability insurance contract that provides
coverage for a subscriber's child nmust offer the option of covering any
child under the age_ of twenty-six unless the child is eligible to
enroll in an eligible health plan sponsored by the child' s enployer or
the child's spouse's enpl oyer.

(3) As used in this_section, "grandfathered" has the sane neaning
as "grandfathered health plan” in RCN48. 43. 005.

Sec. 16. RCW48.43.018 and 2010 ¢ 277 s 1 are each anended to read
as follows:

(1) Except as provided in (a) through (g) of this subsection, a
health carrier may require any person applying for an individual health
benefit plan and the health care authority shall require any person
applying for nonsubsidized enrollnment in the basic health plan to
conplete the standard health questionnaire designated under chapter
48. 41 RCW

(a) If a person is seeking an individual health benefit plan or
enrollment in the basic health plan as a nonsubsidi zed enrol |l ee due to
his or her change of residence from one geographic area in Washi ngton
state to anot her geographic area in Washington state where his or her
current health plan is not offered, conpletion of the standard health
guestionnaire shall not be a condition of coverage if application for
coverage is made within ninety days of rel ocation.

(b) If a person is seeking an individual health benefit plan or
enroll ment in the basic health plan as a nonsubsi di zed enrol | ee:

(i) Because a health care provider with whom he or she has an
established care relationship and from whom he or she has received
treatnent within the past twelve nonths is no |longer part of the
carrier's provider network wunder his or her existing Wshington
i ndi vidual health benefit plan; and

(ii) His or her health care provider is part of another carrier's
or a basic health plan managed care systenm s provider network; and

(tii) Application for a health benefit plan under that carrier's
provider network individual coverage or for basic health plan
nonsubsi di zed enrollnment is made within ninety days of his or her
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provider |leaving the previous carrier's provider network; then
conpletion of the standard health questionnaire shall not be a
condition of coverage.

(c) If a person is seeking an individual health benefit plan or
enrollment in the basic health plan as a nonsubsi di zed enrol |l ee due to
his or her having exhausted continuation coverage provided under 29
US C  Sec. 1161 et seq., conpletion of the standard health
guestionnaire shall not be a condition of coverage if application for
coverage is nmade within ninety days of exhaustion of continuation
cover age. A health carrier or the health <care authority as
adm ni strator of basic health plan nonsubsi di zed coverage shall accept
an application without a standard health questionnaire from a person
currently covered by such continuation coverage if application is nmade
Wi thin ninety days prior to the date the continuation coverage woul d be
exhausted and the effective date of the individual coverage applied for
is the date the continuation coverage would be exhausted, or wthin
ni nety days thereafter.

(d) If a person is seeking an individual health benefit plan or
enrollment in the basic health plan as a nonsubsidi zed enrol |l ee due to
a change in enpl oynent status that would qualify himor her to purchase
continuation coverage provided under 29 U . S.C. Sec. 1161 et seq., but
the person's enployer is exenpt under federal |aw fromthe requirenent
to offer such coverage, conpletion of the standard health questionnaire
shall not be a condition of coverage if: (i) Application for coverage
is made within ninety days of a qualifying event as defined in 29
U S. C Sec. 1163; and (ii) the person had at |east twenty-four nonths
of continuous group coverage i medi ately prior to the qualifying event.
A health carrier shall accept an application without a standard health
gquestionnaire from a person with at least twenty-four nonths of
conti nuous group coverage if application is nmade no nore than ninety
days prior to the date of a qualifying event and the effective date of
the individual coverage applied for is the date of the qualifying
event, or within ninety days thereafter.

(e) If a person is seeking an individual health benefit plan, or
enrollnment _in the basic health plan as a_ nonsubsidi zed enroll ee,
conpletion of the standard health questionnaire shall not be a
condition of coverage if: (i) The person had at |east twenty-four
nmont hs of continuous basi c health plan coverage under chapter 70.47 RCW
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i medi ately prior to disenrollnment; and (ii) application for coverage
is made within ninety days of disenrollnment fromthe basic health plan.
A health carrier shall accept an application without a standard health
gquestionnaire from a person with at least twenty-four nonths of
conti nuous basic health plan coverage if application is made no nore
than ninety days prior to the date of disenrollnent and the effective
date of the individual coverage applied for 1is the date of
di senroll ment, or within ninety days thereafter.

(f) If a personis seeking an individual health benefit plan due to
a change in enpl oynent status that would qualify himor her to purchase
continuation coverage provided under 29 U S C. Sec. 1161 et seq.,
conpl etion of the standard health questionnaire is not a condition of
coverage if: (i) Application for coverage is made within ninety days
of a qualifying event as defined in 29 U S . C. Sec. 1163; and (ii) the
person had at |east twenty-four nonths of continuous group coverage
i medi ately prior to the qualifying event. A health carrier shall
accept an application without a standard health questionnaire from a
person with at | east twenty-four nonths of continuous group coverage if
application is made no nore than ninety days prior to the date of a
qualifying event and the effective date of the individual coverage
applied for is the date of the qualifying event, or within ninety days
thereafter.

(g) If a personis seeking an individual health benefit plan due to
their termnating continuation coverage under 29 U S.C. Sec. 1161 et
seq., conpletion of the standard health questionnaire shall not be a
condition of coverage if: (i) Application for coverage is made within
ninety days of termnating the continuation coverage; and (ii) the
person had at |east twenty-four nonths of continuous group coverage
i medi ately prior tothe termnation. A health carrier shall accept an
application without a standard health questionnaire froma person with
at | east twenty-four nonths of continuous group coverage if application
is made no nore than ninety days prior to the date of term nation of
the continuation coverage and the effective date of the individua
coverage applied for is the date the continuation coverage 1is
termnated, or within ninety days thereafter.

(h) If a person is seeking an individual health benefit plan
because his or her enployer, or forner enployer, discontinues group
coverage due to the closure of the business, conpletion of the standard
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heal th questionnaire shall not be a condition of coverage if: (i) (A
Application for coverage is made within ninety days of the enployer
di scontinuing group coverage due to closure of the business; and
((+H)) (B) the person had at |east twenty-four nonths of continuous
group coverage imrediately prior to the termnation. A health carrier
shal |l accept an application without a standard health questionnaire
from a person with at |east twenty-four nonths of continuous group
coverage if application is made no nore than ninety days prior to the
date of discontinuation of group coverage, and the effective date of
t he individual coverage applied for is the date the group coverage is
di scontinued, or wthin ninety days thereafter; or_ (ii)_ the_ person
seeking enrollnent is under the age of nineteen.

(2) I f, based upon the results of the standard health
questionnaire, the person qualifies for coverage under the WAshi ngton
state health i nsurance pool, the follow ng shall apply:

(a) The carrier nmay decide not to accept the person's application
for enrollnment in its individual health benefit plan and the health
care authority, as admnistrator of basic health plan nonsubsidi zed
coverage, shall not accept the person's application for enrollnment as
a nonsubsi di zed enrol | ee; and

(b) Wthin fifteen business days of receipt of a conpleted
application, the carrier or the health care authority as adm ni strator
of basic health plan nonsubsidized coverage shall provide witten
notice of the decision not to accept the person's application for
enrol Il ment to both the person and the adm nistrator of the Washi ngton
state health i nsurance pool. The notice to the person shall state that
the person is eligible for health i nsurance provided by the Washi ngton
state health insurance pool, and shall include information about the
Washi ngton state health insurance pool and an application for such
coverage. |If the carrier or the health care authority as adm ni strator
of basic health plan nonsubsidized coverage does not provide or
post mark such notice within fifteen business days, the application is
deened approved.

(3) If the person applying for an individual health benefit plan:
(a) Does not qualify for coverage under the Washington state health
i nsurance pool based wupon the results of the standard health
questionnaire; (b) does qualify for coverage under the Washi ngton state
heal th insurance pool based upon the results of the standard health
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guestionnaire and the <carrier elects to accept the person for
enrollnment; or (c) is not required to conplete the standard health
guesti onnai re desi gnated under this chapter under subsection (1)(a) or
(b) of this section, the carrier or the health care authority as
adm ni strator of basic health plan nonsubsidi zed coverage, whichever
entity adm ni stered the standard heal th questionnaire, shall accept the
person for enrollnent if he or she resides within the carrier's or the
basic health plan's service area and provide or assure the provision of
all covered services regardless of age, sex, famly structure,
ethnicity, race, health condition, geographic |ocation, enploynent
status, socioeconomc status, other condition or situation, or the
provi sions of RCW49.60.174(2). The conm ssioner may grant a tenporary
exenption from this subsection if, wupon application by a health
carrier, the commssioner finds that the clinical, financial, or
adm ni strative capacity to serve existing enrollees will be inpairedif
a health carrier is required to continue enrollnment of additional
el i gi bl e individual s.

Sec. 17. RCW48.43.005 and 2011 ¢ 315 s 2 and 2011 c 314 s 3 are
each reenacted and anended 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 nethod 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) "Adverse benefit determ nation" means a denial, reduction, or
termnation of, or afailure to provide or nake paynent, in whole or in
part, for a benefit, including a denial, reduction, termnation, or
failure to provide or nake paynent that is based on a determ nation of
an enrollee's or applicant's eligibility to participate in a plan, and
including, wth respect to group health plans, a denial, reduction, or
termnation of, or afailure to provide or nake paynent, in whole or in
part, for a benefit resulting fromthe application of any utilization
review, as well as a failure to cover an item or service for which
benefits are otherwise provided because it is determned to be
experinmental or investigational or not nedically necessary or
appropri ate.
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(3) "Applicant” neans a person who applies for enrollnent in an
i ndi vidual health plan as the subscriber or an enrollee, or the
dependent or spouse of a subscriber or enrollee.

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

(5) "Basic health plan nodel plan" neans a health plan as required
in RCW70. 47.060(2) (e).

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

(7) "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 ninum 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 anmobunts to be adjusted annually by
t he i nsurance comm ssi oner; 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 doll ars 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 npatient and out patient 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
refl ect the percentage change in the consuner price index for nedical
care for a preceding twelve nonths, as determ ned by the United States
departnment of l|abor. The adjusted amount shall apply on the follow ng
January 1st.
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(8) "Certification" nmeans 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,
meets the clinical requirenents for nmedi cal necessity, appropriateness,
| evel of care, or effectiveness under the auspices of the applicable
heal th benefit pl an.

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

(10) "Covered person"” or "enrollee" means 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.

(11) "Dependent" nmeans, at a mninmum the enrollee's | egal spouse
and dependent children who qualify for coverage under the enrollee's
heal th benefit pl an.

(12) "Enmergency nedical condition"™ neans a nedical condition
mani festing itself by acute synptonms of sufficient severity, including
severe pain, such that a prudent |ayperson, who possesses an average
know edge of health and nedicine, could reasonably expect the absence
of i mmedi ate nmedical attention toresult in a condition (a) placing the
health of the individual, or with respect to a pregnant wonman, the
health of the wonman or her wunborn child, in serious jeopardy, (b)
serious inpairnment to bodily functions, or (c) serious dysfunction of
any bodily organ or part.

(13) "Energency services" neans a nmedi cal screening exam nation, as
requi red under section 1867 of the social security act (42 U S C
1395dd), that is within the capability of the energency departnent of
a hospital, including ancillary services routinely available to the
energency departnment to evaluate that enmergency nedical condition, and
further nedical examnation and treatnent, to the extent they are
wWithin the capabilities of the staff and facilities available at the
hospital, as are required under section 1867 of the social security act
(42 U.S.C. 1395dd) to stabilize the patient. Stabilize, wth respect
to an energency nmedical condition, has the neaning given in section
1867(e)(3) of the social security act (42 U S. C. 1395dd(e)(3)).

(14) "Enployee" has the same neaning given to the term as of
January 1, 2008, under section 3(6) of the federal enployee retirenent
i ncone security act of 1974.
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(15) "Enroll ee point-of-service cost-sharing"” nmeans anounts paid to
health carriers directly providing services, health care providers, or
health care facilities by enrollees and nmay include copaynents,
coi nsurance, or deducti bl es.

(16) "Final external review decision" nmeans a determ nation by an
i ndependent review organization at the conclusion of an external
revi ew

(17) "Final internal adverse benefit determ nation” neans an
adverse benefit determ nation that has been upheld by a health plan or
carrier at the conpletion of the internal appeals process, or an
adverse benefit determnation wth respect to which the internal
appeal s process has been exhausted under the exhaustion rul es descri bed
in RCW48. 43. 530 and 48. 43. 535.

(18) "Grandfathered health plan" nmeans a group health plan or an
i ndi vidual health plan that wunder section 1251 of the patient
protection and affordable care act, P.L. 111-148 (2010) and as anended
by the health care and education reconciliation act, P.L. 111-152
(2010) is not subject to subtitles A or Cof the act as anmended.

(19) "Gievance" neans a witten conplaint submtted by or on
behal f of a covered person regardi ng((+—~Fa)r—bBenral—ef—payrent—for
redical—servi-ces —or—nonproviston—of —nedical—services—included —+-n—the
covered—person—s—healthbenettt—plan—oer—{(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.

(20) "Health care facility" or "facility" neans hospices |icensed
under chapter 70.127 RCW hospitals licensed under chapter 70.41 RCW
rural health care facilities as defined in RCW70. 175. 020, psychiatric
hospitals |icensed under chapter 71.12 RCW nursing honmes |icensed
under chapter 18.51 RCW community nental health centers |icensed under
chapter 71.05 or 71.24 RCW kidney disease treatnent centers |licensed
under chapter 70.41 RCW anbul atory di agnostic, 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
| icensed under chapter 70.127 RCW and includes such facilities if
owned and operated by a political subdivision or instrunentality of the
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state and such other facilities as required by federal Iaw and
i npl enmenting regul ati ons.

(21) "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 enpl oynent.

(22) "Health care service" means 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.

(23) "Health carrier”™ or "carrier" neans 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 RCW 48.46.020, and includes "issuers" as
that termis used in the patient protection and affordable care act
(P.L. 111-148).

(24) "Health plan" or "health benefit plan" neans any policy,
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 or 48.83
RCW

(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 RCW48. 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 cover age;

(h) Accident only coverage;

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

(j) Enpl oyer-sponsored sel f-funded heal th pl ans;
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(k) Dental only and vision only coverage; and

(1) Plans deemed by the i nsurance conm 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 regqgul 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.

(25) "Individual market" neans_the_rmarket for_ health insurance
coverage offered to individuals other than in connection with a group
health pl an.

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

((£26))) (27) "Open enrollment” neans a period of time as defined
inrule to be held at the sane tine each year, during which applicants
may enroll in a carrier's individual health benefit plan w thout being
subject to health screening or otherwi se required to provide evidence
of insurability as a condition for enroll nent.

((£2B)) (28) "Preexisting condition" neans any medi cal condition,
illness, or injury that existed any tinme prior to the effective date of
cover age.

((£281)) (29) "Premum? neans all sunms charged, received, or
deposited by a health carrier as consideration for a health plan or the
continuance of a health plan. Any assessnent or any "nenbership,”

"policy," "contract," "service," or simlar fee or charge nade by a
health carrier in consideration for a health plan is deened part of the
premum "Prem um shall not include anobunts paid as enrollee point-

of - servi ce cost-shari ng.

((29Y)) (30) "Review organization”™ nmeans a disability insurer
regul ated under chapter 48.20 or 48.21 RCW health care service
contractor as defined in RCW 48.44.010, or health rmaintenance
organi zation as defined in RCW48. 46. 020, and entities affiliated wth,
under contract with, or acting on behalf of a health carrier to perform
a utilization review

((36)) (31) "Small enployer” or "small group” neans any person,
firm corporation, partnership, association, political subdivision,
sol e proprietor, or self-enployed individual that is actively engaged
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i n business that enployed an average of at |east one but no nore than
fifty enployees, during the previous calendar year and enployed at
| east one enployee on the first day of the plan year, is not forned
primarily for purposes of buying health insurance, and in which a bona
fide enpl oyer-enpl oyee rel ationship exists. In determ ning the nunber
of enpl oyees, conpanies that are affiliated conpanies, or that are
eligible tofile 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 small enployer and for the purpose of determ ning
eligibility, the size of a snmall enployer shall be determ ned annually.
Except as otherwise specifically provided, a small enployer shall
continue to be considered a small enployer until the plan anniversary
follow ng the date the small enployer no | onger neets the requirenents
of this definition. A self-enployed individual or sole proprietor who
is covered as a group of one nust also: (a) Have been enpl oyed by the
sanme small enployer or small group for at |east twelve nonths prior to
application for small group coverage, and (b) verify that he or she
derived at | east seventy-five percent of his or her incone froma 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 a self-enployed individual or sole
proprietor in an agricultural trade or business, nust have derived at
| east fifty-one percent of his or her incone fromthe trade or business
t hrough which the individual or sole proprietor has attenpted to earn
taxable inconme and for which he or she has filed the appropriate
i nternal revenue service form 1040, for the previous taxabl e year.

((3H)) (32) "Special enrollnment” neans a defined period of tine
of not less than thirty-one days, triggered by a specific qualifying
event experienced by the applicant, during which applicants may enrol
in the carrier's individual health benefit plan w thout being subject
to health screening or otherwise required to provide evidence of
insurability as a condition for enroll nent.

((32)) (33) "Standard health questionnaire" neans the standard
heal t h questionnaire desi gnated under chapter 48.41 RCW

((33))) (34) "Uilization review' nmeans the prospective,
concurrent, or retrospective assessnent of the necessity and
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appropri ateness of the allocation of health care resources and services
of a provider or facility, given or proposed to be given to an enrollee
or group of enroll ees.

((34))) (35) "Wellness activity" nmeans an explicit programof an
activity consistent with departnment of health guidelines, such as,
snoki ng cessation, injury and acci dent prevention, reduction of al cohol
m suse, appropriate weight reduction, exerci se, autonobile and
nmot orcycl e safety, bl ood chol esterol reduction, and nutrition education
for the purpose of inproving enrollee health status and reduci ng heal th
service costs.

Sec. 18. RCW48.44.215 and 2011 ¢ 314 s 6 are each anended to read
as follows:

(1) ((Apy)) Each individual health care service plan contract that
is not grandfathered and_that provides coverage for a subscriber's
((dependent)) child nust offer the option of covering any ((dependent))
child under the age of twenty-six.

(2) ((Anry)) Each group health care service plan contract that is
not grandfathered_and_that provides coverage for a participating
menber's ((dependent)) child nust offer each participating nenber the
option of covering any ((dependent)) child under the age of twenty-six.

(3) Each grandfathered health care service plan_ that provides
coverage for a subscriber's child nmust offer the option of covering any
child under the age_ of twenty-six unless the child is eligible to
enroll in an eligible health plan sponsored by the child' s enployer or
the child's spouse's enpl oyer.

(4) As used in this_section, "grandfathered" has the sane neaning
as "grandfathered health plan” in RCN48. 43. 005.

Sec. 19. RCW48.46.325 and 2011 ¢ 314 s 8 are each anended to read
as follows:

(1) ((Anay)) Each individual health maintenance agreenent that is
not grandfathered_ and_ that provides coverage for a subscriber's
((dependent)) child nust offer the option of covering any ((dependent))
child under the age of twenty-six.

(2) ((Any)) Each group health nmaintenance agreenent that is_not
grandf at hered and that provides coverage for a participating nmenber's
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((dependent)) child nust offer each participating nmenber the option of
covering any ((dependent)) child under the age of twenty-six.

(3) Each grandfathered individual or group health nmintenance
agreenent that provides coverage for _a subscriber's child nmust offer
the option of covering any child under the age of twenty-six, unless
that child is eligible to enroll in an eligible health plan sponsored
by the child's enployer or the child' s spouse's enpl oyer.

(4) As used in this_section, "grandfathered" has the sane neaning
as "grandfathered health plan" in RCW48. 43. 005.

Sec. 20. RCW48.43.530 and 2011 ¢ 314 s 4 are each anended to read
as follows:

(1) Each carrier ((that—eftfers—a)) and health plan nust have ((a))
fully operational, conprehensive grievance ((proecess—that—conrpties))
and appeal processes, and for _plans that are not grandfathered, fully
operational, conprehensive, and_ effective grievance and_ review of
adverse benefit determination_ processes that conmply wth the
requi renents of this section and any rul es adopted by the comm ssi oner
to inplement this section. For the purposes of this section, the
comm ssi oner ((shall)) nust consider applicable grievance and appeal or
review of adverse benefit determ nation process standards adopted by
nati onal managed care accreditation organi zations and state agencies
t hat purchase managed health care services, and for health plans that
are not grandfathered health plans as approved by the United States
departnment of health and human services or the United States departnent
of labor. |In the case of coverage offered in connection with a group
health plan, if either the carrier or the health plan conplies with the
requirenents of this section and RCW 48.43.535, then the obligation to
conply is satisfied for both the carrier _and the plan with respect to
the health i nsurance coverage.

(2) Each carrier and health plan nust process as a ((eenplatnt))
grievance an enrollee's expression of dissatisfaction about custoner
service or the quality or availability of a health service. Each
carrier must inplenment procedures for registering and responding to
oral and witten ((eemplatnts)) grievances in a tinely and thorough
manner .

(3) Each carrier and health plan nust provide witten notice to an
enrollee or the enrollee's designated representative, and the
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enrollee's provider, of its decision to deny, nodify, reduce, or
term nate paynent, coverage, authorization, or provision of health care
services or benefits, including the adm ssion to or continued stay in
a health care facility.

(4) ((Each—carrier—mrust—process—as—an—appeal—an—enrotbteeswritten
| I I .  der = Lt :
corplatmt—rade—by—an—enrobHee—or— B —+ts—dectston—to—deny—npdi-y—

[l
asaVa a a ala NO NN a N a
\/ / v

vrder—(b)—oefthis—subseetton-)) An enrollee's witten or oral request
that a carrier_reconsider its decision_to deny, nodify, reduce, or
term nate paynent, coverage, authorization, or provision of health care
services or benefits, including the adm ssion to, or continued stay in,
a health care facility nust be processed as foll ows:

(a) When_the request is_made under a_grandfathered health plan
the plan and the carrier nust process it as an appeal

(b) When_ the request is_made_under a_ health plan_that is_not
grandfathered, the plan and the carrier nust process it as a review of
an _adverse benefit determ nation; and

(c) Neither a carrier nor_a health plan, whether grandfathered or
not, may require that an enrollee file a conplaint or grievance prior
to seeking appeal of a decision _or review of an adverse benefit
determ nation under this subsection.

(5) To process an appeal, each plan that is not grandfathered and
each carrier offering that plan nust:

(a) Provide witten notice to the enrollee when the appeal is
recei ved;

(b) Assist the enrollee with the appeal process;

(c) Make its decision regarding the appeal within thirty days of
the date the appeal is received. An appeal nust be expedited if the
enrollee's provider or the carrier's nedical director reasonably
determ nes that follow ng the appeal process response tinelines could
seriously jeopardize the enrollee's life, health, or ability to regain
maxi mum function. The decision regarding an expedited appeal nust be
made within seventy-two hours of the date the appeal is received,
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(d) Cooperate with a representative authorized in witing by the
enrol | ee;

(e) Consider information submtted by the enroll ee;

(f) I'nvestigate and resol ve the appeal ; and

(g) Provide witten notice of its resolution of the appeal to the
enrollee and, with the permssion of the enrollee, to the enrollee's
providers. The witten notice nust explain the carrier's and health
pl an's deci sion and the supporting coverage or clinical reasons and the
enrollee's right to request independent review of the carrier's
deci si on under RCW48. 43. 535.

(6) Witten notice required by subsection (3) of this section nust
expl ai n:

(a) The carrier's and health plan's decision and the supporting
coverage or clinical reasons; and

(b) The carrier's and grandfathered plan's appeal or for plans that
are not grandfathered, adverse benefit determ nation review process,
including information, as appropriate, about how to exercise the
enrollee's rights to obtain a second opinion, and how to continue
receiving services as provided in this section.

(7) When an enrollee requests that the carrier or_health_ plan
reconsider its decision to nodify, reduce, or termnate an otherw se
covered health service that an enrollee is receiving through the health
plan and the carrier's or_health plan's decision is based upon a
finding that the health service, or level of health service, is no
| onger nedically necessary or appropriate, the carrier and health plan
must continue to provide that health service until the appeal ., or for
health plans_that are_ not grandfathered, the review of an_adverse
benefit determ nation, is resolved. |If the resolution of the appeal .
review of an adverse benefit determ nation, or any review sought by the
enroll ee under RCW 48.43.535 affirnms the carrier's or_health plan's
decision, the enrollee my be responsible for the cost of this
conti nued heal th service.

(8) Each carrier and health plan nust provide a clear explanation
of the grievance and appeal, or for plans that are not grandfathered,
the process for review of an adverse benefit determ nation process upon
request, upon enrollnment to new enrollees, and annually to enrollees
and subcontractors.
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(9) Each carrier and health plan nust ensure that ((the)) each
grievance, appeal, and for plans that are not grandfathered, grievance
and review of adverse benefit determ nations, process is accessible to
enroll ees who are limted English speakers, who have literacy probl ens,
or who have physical or nmental disabilities that inpede their ability
to file a grievance, appeal or _ review of —an__adverse_ benefit
determ nati on

(10)(a) Each plan that is not grandfathered and the carrier that
offers it nust: Track each appeal until final resolution; maintain,
and make accessible to the conm ssioner for a period of three years, a
| og of all appeals; and identify and eval uate trends in appeal s.

(b) Each _grandfathered plan and the carrier that offers it nust:
Track each_review of an_adverse benefit determ nation_until final
resolution; maintain_and neke accessible to the conmm ssioner, for_a
period of six years, a log of all such determ nations; and identify and
evaluate trends in requests for and resolution of review of adverse
benefit determ nations.

(11) In_conplying with_this_ section, plans_that are_ not
grandfathered and the carriers offering themnust treat a resci ssion of
coverage, whether or not the rescission has an adverse effect on any
particular benefit at that tinme, and _any decision to deny coverage in
an __initial eligibility determnation_ as _an __adverse benefit
determ nati on

Sec. 21. RCW48.43.535 and 2011 ¢ 314 s 5 are each anended to read
as follows:

(1) There is a need for a process for the fair consideration of
di sputes relating to decisions by carriers that offer a health plan to
deny, nodify, reduce, or term nate coverage of or paynent for health
care services for an enrollee. For purposes of this section, "carrier"”
also applies to a health planif the health plan adm nisters the appeal
process directly or through a third party.

(2) An enrollee may seek review by a certified independent review
organi zation of a carrier's decision to deny, nodify, reduce, or
termnate coverage of or paynent for a health care service, after
exhausting the carrier's grievance process and receiving a decision
that is unfavorable to the enrollee, or after the carrier has exceeded
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the tinmelines for grievances provided in RCW48.43.530, w thout good
cause and w t hout reaching a deci sion.

(3) The comm ssioner nust establish and use a rotational registry
system for the assignnent of a certified independent review
organi zation to each di spute. The system should be flexible enough to
ensure that an independent review organization has the expertise
necessary to review the particular nedical condition or service at
issue in the dispute, and that any approved independent review
organi zati on does not have a conflict of interest that will influence
its independence.

(4) Carriers nmust provide to the appropriate certified i ndependent
revi ew organi zation, not later than the third business day after the
date the carrier receives a request for review, a copy of:

(a) Any nedical records of the enrollee that are relevant to the
revi ew

(b) Any docunents used by the carrier in naking the determ nation
to be reviewed by the certified i ndependent revi ew organi zati on;

(c) Any docunentation and witten information submtted to the
carrier in support of the appeal; and

(d) A list of each physician or health care provider who has
provided care to the enroll ee and who nmay have nedi cal records rel evant
to the appeal. Health information or other confidential or proprietary
information in the custody of a carrier nmay be provided to an
i ndependent review organization, subject to rules adopted by the
conm ssi oner.

(5) Enrollees nust be provided with at |east five business days to
submt to the independent review organization in witing additiona
information that the i ndependent review organi zati on nust consi der when
conducting the external review The independent review organization
must forward any additional information submtted by an enrollee to the
plan or carrier within one business day of receipt by the independent
revi ew organi zation

(6) The nedical reviewers from a certified independent review
organi zation wll nmake determ nations regarding the nedical necessity
or appropriateness of, and the application of health plan coverage
provisions to, health care services for an enrollee. The nedi cal
reviewers' determ nations nust be based upon their expert nedical
judgnent, after consideration of relevant nedical, scientific, and
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cost-effectiveness evidence, and nedi cal standards of practice in the
state of Washington. Except as provided in this subsection, the

certified i ndependent review organization must ensure t hat
determ nations are consistent with the scope of covered benefits as
outlined in the nedical coverage agreenent. Medi cal reviewers nmay

override the health plan's nedical necessity or appropriateness
standards iif the standards are determned wupon review to be
unreasonable or inconsistent wth sound, evidence-based nedical
practice.

(7) Once a request for an i ndependent revi ew determ nati on has been
made, the independent review organization nust proceed to a final
determ nation, unless requested otherwise by both the carrier and the
enrollee or the enrollee's representati ve.

(a) An enrollee or carrier may request an expedited external review
if the adverse benefit determnation or internal adverse benefit
determ nation concerns an adm ssion, availability of care, continued
stay, or health care service for which the claimnt received energency
services but has not been discharged froma facility; or involves a
medi cal condition for which the standard external review tine franme
((et—torty—+t+vedays)) would seriously jeopardize the life or health of
the enrollee or jeopardize the enrollee's ability to regain maxi num
function. The independent review organization nust nmake its decision
to uphold or reverse the adverse benefit determnation or final
i nternal adverse benefit determ nation and notify the enrollee and the
carrier or health plan of the determnation as expeditiously as
possi bl e but within not nore than seventy-two hours after the receipt
of the request for expedited external review. |If the notice is not in
witing, the independent review organization nust provide witten
confirmati on of the decision within forty-eight hours after the date of
the notice of the deci sion.

(b) For claims involving experinental or i nvesti gati onal
treatnments, the ((+nternal)) Iindependent review organization nust
ensure that adequate clinical and scientific experience and protocols
are taken into account as part of the external review process.

(8) Carriers nust tinely inplenent the certified i ndependent review
organi zation's determ nation, and nust pay the certified independent
revi ew organi zati on's charges.
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(9) Wen an enrol |l ee requests i ndependent review of a di spute under
this section, and the dispute involves a carrier's decision to nodify,
reduce, or termnate an otherw se covered health service that an
enrollee is receiving at the time the request for reviewis submtted
and the carrier's decision is based upon a finding that the health
service, or level of health service, is no |longer nedically necessary
or appropriate, the carrier nmust continue to provide the health service
if requested by the enrollee until a determnation is nmade under this
section. If the determnation affirnms the carrier's decision, the
enrollee may be responsible for the cost of the continued health
servi ce.

(10) Each certified independent review organization nust maintain
witten records and nmke them available wupon request to the
conm ssi oner.

(11) A certified independent review organization may notify the
office of the insurance comm ssioner if, based upon its review of
di sputes under this section, it finds a pattern of substandard or
egregi ous conduct by a carrier.

(12)(a) The comm ssioner shall adopt rules to inplenment this
section after considering relevant standards adopted by national
managed care accreditati on organi zati ons and the national association
of i nsurance comm Ssi oners.

(b) This section is not intended to supplant any existing authority
of the office of the insurance conm ssioner under this title to oversee
and enforce carrier conpliance with applicable statutes and rul es.

Sec. 22. RCW48.46.020 and 2010 ¢ 292 s 5 are each reenacted and
anmended to read as foll ows:

As used in this chapter, the terns defined in this section shal
have the neani ngs indicated unless the context indicates otherw se.

(1) "Carrier" neans a health mai nt enance organi zati on, an insurer,
a health care services contractor, or other entity responsible for the
paynment of benefits or provision of services under a group or
i ndi vi dual agreenent.

(2) "Census date" neans the date upon which a health maintenance
organi zation offering coverage to a small enployer nust base rate
calculations. For a small enployer applying for a health benefit plan
t hrough a heal t h mai nt enance organi zati on other than its current health
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mai nt enance organi zation, the census date is the date that final group
conposition is received by the health nai ntenance organi zation. For a
smal |l enployer that is renewng its health benefit plan through its
exi sting health maintenance organization, the census date is ninety
days prior to the effective date of the renewal.

(3) "Conm ssioner"” neans the insurance comm ssi oner.

(4) "Conprehensive health care services" neans basic consultative,

di agnostic, and therapeutic services rendered by licensed health
prof essi onal s together with energency and preventive care, inpatient
hospital, outpatient and physician care, at a mninum and any

additional health care services offered by the health nmaintenance
or gani zati on.

(5) "Consuner" neans any nenber, subscriber, enrollee, beneficiary,
or other person entitled to health care services under terns of a
heal t h mai nt enance agreenent, but not including health professionals,
enpl oyees  of health  maintenance organizations, partners, or
sharehol ders of stock corporations |icensed as health maintenance
or gani zati ons.

(6) "Copaynent" neans an anount specified in a subscriber agreenent
which is an obligation of an enrolled participant for a specific
service which is not fully prepaid.

(7) "Deductible" means the anmobunt an enrolled participant is
responsible to pay out-of-pocket before the health maintenance
organi zati on begins to pay the costs associated wth treatnent.

(8) "Departnent” nmeans the state departnent of social and health
servi ces.

(9) "Enrolled participant” nmeans a person who or group of persons
whi ch has entered into a contractual arrangenent or on whose behalf a
contractual arrangenent has been entered into with a heal th mai nt enance
organi zation to receive health care services.

(10) "Fully subordinated debt" neans those debts that neet the
requi renments of RCWA48. 46. 235(3) and are recorded as equity.

(11) "G oup practice" nmeans a partnershinp, associ ati on,
corporation, or other group of health professionals:

(a) The nmenbers of which may be individual health professionals,
clinics, or both individuals and clinics who engage in the coordi nat ed
practice of their profession; and
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(b) The nmenbers of which are conpensated by a prearranged sal ary,
or by capitation paynent or drawi ng account that is based on the nunber
of enrolled participants.

(12) "Heal th mai ntenance agreenent” nmeans an agreenent for services
bet ween a heal t h mai nt enance organi zati on which is regi stered pursuant
to the provisions of this chapter and enrolled participants of such
organi zation which provides enrolled participants with conprehensive
health services rendered to enrolled participants by  health
prof essionals, groups, facilities, and other personnel associated with
t he heal t h mai nt enance organi zati on.

(13) "Health nmintenance organization” neans any organization
receiving a certificate of registration by the conm ssioner under this
chapter which provides conprehensive health care services to enrolled
participants of such organization on a group practice per capita
prepaynment basis or on a prepaid individual practice plan, except for
an enrolled participant's responsibility for copaynents and/or
deduct i bl es, either directly or through contractual or other
arrangenments with other institutions, entities, or persons, and which
qualifies as a health maintenance organization pursuant to RCW
48. 46. 030 and 48. 46. 040.

(14) "Heal th professional s" neans health care practitioners who are
regul ated by the state of Washi ngton.

(15) "Individual practice health care plan" neans an associ ati on of
heal th professionals in private practice who associ ate for the purpose
of providing prepaid conprehensive health care services on a fee-for-
service or capitation basis.

(16) "Insolvent" or "insolvency" neans that the organization has
been decl ared insolvent and is placed under an order of |iquidation by
a court of conpetent jurisdiction.

(17) "Meaningful ((gr+evance)) appeal procedure” and "neani ngfu
adverse determnation__review_ procedure” neans a procedure for
i nvestigation of consuner ((grevances)) appeals and_adverse_ review
determnations in a tinely manner ainmed at nutual agreenent for
settl ement according to procedures approved by the comm ssioner, and
whi ch may i nclude arbitration procedures.

(18) "Meaningful role in policy maki ng" nmeans a procedure approved
by the conm ssioner which provides consuners or el ected representatives
of consunmers a neans of submtting the views and recommendati ons of
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such consuners to the governing board of such organi zati on coupled with
reasonabl e assurance that the board will give regard to such views and
recommendat i ons.

(19) "Net worth" means the excess of total admtted assets as
defined in RCW 48.12.010 over total liabilities but the liabilities
shal |l not include fully subordi nated debt.

(20) "Participating provider" mneans a provider as defined in
subsection (21) of this section who contracts wth the health
mai nt enance organi zation or with its contractor or subcontractor and
has agreed to provide health care services to enrolled participants
with an expectation of receiving paynent, other than copaynent or
deductible, directly or indirectly, from the health maintenance
or gani zati on.

(21) "Provider" neans any health professional, hospital, or other
institution, organization, or person that furnishes any health care
services and is licensed or otherwse authorized to furnish such
servi ces.

(22) "Replacenent coverage" neans the benefits provided by a
succeedi ng carrier.

(23) "Uncovered expenditures" neans the costs to the health
mai nt enance organization of health care services that are the
obl i gation of the health mai ntenance organi zation for which an enrolled
partici pant would also be liable in the event of the heal th mai nt enance
organi zation's insolvency and for which no alternative arrangenents

have been nmade as provided herein. The term does not include
expendi tures for covered services when a provider has agreed not to
bill the enrolled participant even though the provider is not paid by

the health nmaintenance organization, or for services that are
guaranteed, insured, or assuned by a person or organi zation other than
t he heal t h mai nt enance organi zati on.

Sec. 23. RCW48.46.030 and 1990 ¢ 119 s 2 are each anended to read
as follows:

Any corporation, cooperative group, partnership, individual,
associ ation, or groups of health professionals |icensed by the state of
Washi ngton, public hospital district, or public institutions of higher
education shall be entitled to a certificate of registration fromthe
i nsurance comm ssioner as a heal th nmai ntenance organi zation if it:
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(1) Provides conprehensive health care services to enrolled
participants on a group practice per capita prepaynent basis or on a
prepai d individual practice plan and provides such health services
either directly or through arrangenents with institutions, entities,
and persons which its enrolled popul ation m ght reasonably require as
determned by the health nmaintenance organization in order to be
mai nt ai ned i n good heal th; and

(2) Is governed by a board elected by enrolled participants, or
otherwi se provides its enrolled participants with a neaningful role in
policy meking procedures of such organization, as defined in RCW
48.46. 020((A)) (18), and 48.46.070; and

(3) Affords enrolled participants with a nmeani ngful ((grevanee))
appeal procedure ained at settlenent of disputes between such persons
and such health maintenance organization, as defined in RCW
48. 46. 020((€8))) (17) and 48.46.100; and

(4) Provides enrolled participants, or nakes available for
i nspection at |east annually, financial statenents pertaining to health
mai nt enance agreenents, disclosing inconme and expenses, assets and
liabilities, and the bases for proposed rate adjustnents for health
mai nt enance agreenents relating to its activity as a health mai ntenance
or gani zation; and

(5) Denopnstrates to the satisfaction of the conm ssioner that its
facilities and personnel are reasonably adequate to provide
conprehensi ve health care services to enrolled participants and that it
is financially capable of providing such nmenbers with, or has nade
adequate contractual arrangenents through insurance or otherwise to
provi de such nmenbers with, such health services; and

(6) Substantially conplies wth admnistrative rules and
regul ati ons of the comm ssioner for purposes of this chapter; and

(7) Submts an application for a certificate of registration which
shall be verified by an officer or authorized representative of the
applicant, being in formas the conm ssioner prescribes, and setting
forth:

(a) A copy of the basic organi zational docunent, if any, of the
applicant, such as the articles of incorporation, articles of
associ ati on, partnership agreenent, trust agr eenent, or other
appl i cabl e docunents, and all anendnents thereto;

p. 47 HB 2523. SL



© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNMDNMNMNDNNNMNMNdNMNPEPEPPRPPRPPRPERPPRPRPRPRERERPR
0O NO O W NPEFP O OOWwNOD O P WNEPEOOOMOOWwWNOO O owDNDNE,.Oo

(b) A copy of the bylaws, rules and regulations, or simlar
docunents, if any, which regulate the conduct of the internal affairs
of the applicant, and all amendnents thereto;

(c) A list of the nanes, addresses, nenbers of the board of
directors, board of trustees, executive conmttee, or other governing
board or commttee and the principal officers, partners, or nenbers;

(d) Afull and conplete disclosure of any financial interests held
by any officer, or director in any provider associated with the
applicant or any provider of the applicant;

(e) A description of the health maintenance organization, its
facilities and its personnel, and the applicant's nost recent financi al
statement show ng such organi zation's assets, liabilities, incone, and
ot her sources of financial support;

(f) A description of the geographic areas and the popul ati on groups
to be served and the size and conposition of the anticipated enrollee
popul ati on;

(g A copy of each type of health naintenance agreenment to be
i ssued to enrolled participants;

(h) A schedule of all proposed rates of reinbursenent to
contracting health care facilities or providers, if any, and a schedul e
of the proposed charges for enrol |l ee coverage for health care services,
acconpani ed by data relevant to the fornul ati on of such schedul es;

(1) A description of the proposed nethod and schedule for
soliciting enrollment in the applicant heal th mai ntenance organi zati on
and the basis of conpensation for such solicitation services;

(j) A copy of the solicitation docunent to be distributed to al
prospective enrolled participants in connection with any solicitation;

(k) Afinancial projection which sets forth the anticipated results
during the initial tw years of operation of such organization,
acconpanied by a summary of the assunptions and relevant data upon
which the projection is based. The projection should include the
proj ected expenses, enrollnment trends, inconme, enrollee utilization
patterns, and sources of working capital;

(1) (( Adetatted—desertpton—of—the—enroltee—complatnt—system-as
provi ded by RCW48. 46. 100

9)) A detailed description of the procedures and prograns to be
inplemented to assure that the health care services delivered to
enrolled participants will be of professional quality;
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((8))) (M A detailed description of procedures to be inplenented
to neet the requirenments to protect against insolvency in RCW
48. 46. 245;

((£6)y)) (n) Docunentation that the health mai ntenance organi zation
has an initial net worth of one mllion dollars and shall thereafter
mai ntai n the mni numnet worth required under RCWA48. 46. 235; and

((1)y)) (o) Such other information as the comm ssioner shal
require by rule or regulation which is reasonably necessary to carry
out the provisions of this section.

A heal th mai nt enance organi zation shall, unless otherw se provided
for in this chapter, file a notice describing any nodification of any
of the information required by subsection (7) of this section. Such
notice shall be filed with the conm ssi oner.

Sec. 24. RCW 48.46.040 and 2009 c 549 s 7150 are each anended to
read as foll ows:

The comm ssioner shall issue a certificate of registration to the
applicant within sixty days of such filing unless he or she notifies
the applicant within such tine that such application is not conplete
and the reasons therefor; or that he or she is not satisfied that:

(1) The basic organi zational docunent of the applicant permts the
appl i cant to conduct business as a heal th mai nt enance organi zati on;

(2) The organization has denonstrated the intent and ability to
assure that conprehensive health care services will be provided in a
manner to assure both their availability and accessibility;

(3) The organization is financially responsible and may be
reasonably expected to neet its obligations to its enrolled
partici pants. In making this determ nation, the comm ssioner shal
consi der anong ot her rel evant factors:

(a) Any agreenents with an insurer, a nedical or hospital service
bureau, a governnent agency or any other organization paying or
i nsuring paynent for health care services;

(h)y ((Apry—agreernents—wth—providers—for—the—proviston—ol—health
eare—serviees-

£¢))) Any arrangenents for liability and mal practice insurance
coverage; and

((€))) (c) Adequate procedures to be inplenented to neet the
protection agai nst insolvency requirenents in RCW48. 46. 245;
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(4) The procedures for offering health care services and offering
or termnating contracts with enrolled participants are reasonable and
equitable in conparison with prevailing health insurance subscription
practices and health maintenance organization enrollnment procedures;
and, that

(5) Procedures have been established to:

(a) Mnitor the quality of care provided by such organization,
i ncluding, as a mnimum procedures for internal peer review,

(h)y ((Reselve—conplatnts—and—grievances —inttated —by —enrolbed

a¥a 49 46 ara
' . VAW,

£e)y)) Ofer enrolled participants an opportunity to participate in
matters of policy and operation in accordance with RCW48. 46. 020( (A-))
(18) and 48. 46. 070.

No person to whom a certificate of registration has not been
i ssued, except a health maintenance organization certified by the
secretary of the departnent of health and human services, pursuant to
Public Law 93-222 or its successor, shall use the words "health
mai nt enance organi zation" or the initials "HMO' in its nane, contracts,
or literature. Persons who are contracting wth, operating in
association with, recruiting enrolled participants for, or otherw se
authorized by a health naintenance organization possessing a
certificate of registration to act on its behalf may use the terns
"heal t h nmai nt enance organi zation" or "HMJ' for the limted purpose of
denoting or explaining their relationship to such health maintenance
or gani zati on.

The departnment of health, at the request of the 1insurance
comm ssioner, shall inspect and review the facilities of every
applicant health naintenance organization to determne that such
facilities are reasonably adequate to provide the health care services
offered in their contracts. If the conm ssioner has information to
indicate that such facilities fail to continue to be adequate to
provide the health care services offered, the departnent of health
upon request of the insurance comm ssioner, shall reinspect and review
the facilities and report to the insurance comm ssioner as to their
adequacy or i nadequacy.

Sec. 25. RCWA48.41.110 and 2011 ¢ 315 s 6 are each anended to read
as foll ows:
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(1) The pool shall offer one or nore care managenent plans of
coverage. Such plans may, but are not required to, include point of
service features that permt participants to receive in-network
benefits or out-of-network benefits subject to differential cost
shares. The pool nmay incorporate nanaged care features into existing
pl ans.

(2) The admnistrator shall prepare a brochure outlining the
benefits and exclusions of pool policies in plain |anguage. After
approval by the board, such brochure shall be nade reasonably avail abl e
to participants or potential participants.

(3) The health insurance policies issued by the pool shall pay only
reasonable amounts for nedically necessary eligible health care
services rendered or furnished for the diagnosis or treatnent of
covered illnesses, injuries, and conditions. Eligible expenses are the
reasonabl e anmbunts for the health care services and itens for which
benefits are extended under a pool policy.

(4) The pool shall offer at |east two policies, one of which will
be a conprehensive policy that nust conply with RCW48.41. 120 and nust
at a mninmminclude the follow ng services or related itens:

(a) Hospital services, including charges for the nbst common
sem private room for the nost common private roomif sem private roons
do not exist in the health care facility, or for the private roomif
medi cally necessary, including no less than a total of one hundred
ei ghty inpatient days in a cal endar year, and no less than thirty days
i npatient care for alcohol, drug, or chem cal dependency or abuse per
cal endar year;

(b) Professional services including surgery for the treatnent of
injuries, illnesses, or conditions, other than dental, which are
rendered by a health care provider, or at the direction of a health
care provider, by a staff of registered or |icensed practical nurses,
or other health care providers;

(c) No less than twenty outpatient professional visits for the
di agnosis or treatnent of alcohol, drug, or chem cal dependency or
abuse rendered during a calendar year by a state-certified chem ca
dependency program approved under chapter 70.96A RCW or by one or nore
physi ci ans, psychol ogists, or comunity nental health professionals,
or, at the direction of a physician, by other qualified |licensed health
care practitioners;
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(d) Drugs and contraceptive devices requiring a prescription;

(e) Services of a skilled nursing facility, excluding custodial and
conval escent care, for not less than one hundred days in a cal endar
year as prescribed by a physician;

(f) Services of a honme health agency;

(g) Chenotherapy, radioisotope, radiation, and nuclear nedicine
t her apy;

(h) Oxygen;

(1) Anesthesia services;

(j) Prostheses, other than dental;

(k) Durable nedical equipnent which has no personal use in the
absence of the condition for which prescri bed;

(1) D agnostic x-rays and | aboratory tests;

(m Oral surgery including at |east the foll ow ng: Fractures of
facial bones; excisions of mandibular joints, lesions of the nouth
l'ip, or t ongue, tunors, or cysts excluding treatnent for
t enpor omandi bul ar joints; incision of accessory sinuses, nouth salivary
gl ands or ducts; dislocations of the jaw, plastic reconstruction or
repair of traumatic injuries occurring while covered under the pool
and exci sion of inpacted wi sdomteeth;

(n) Maternity care services;

(o) Services of a physical therapist and services of a speech
t her api st;

(p) Hospice services;

(q) Professional anbulance service to the nearest health care
facility qualified to treat the illness or injury;

(r) Mental health services pursuant to RCW 48. 41. 220; and

(s) Other nedical equipnment, services, or supplies required by
physician's orders and nedically necessary and consistent with the
di agnosi s, treatnent, and condition.

(5) The board shall design and enpl oy cost contai nment neasures and
requi rements such as, but not limted to, care coordination, provider

network |imtations, preadm ssion certification, and concurrent
i npatient reviewwhich my nake the pool nore cost-effective.
(6) The pool benefit policy may contain benefit |imtations,

exceptions, and cost shares such as copaynents, coinsurance, and
deducti bl es that are consistent wi th managed care products, except that
differential cost shares nmay be adopted by the board for nonnetwork
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provi ders under point of service plans. No |limtation, exception, or
reduction may be used that would exclude coverage for any disease,
illness, or injury.

(7)(a) The pool may not reject an individual for health plan
cover age based upon preexisting conditions of the individual or deny,
exclude, or otherwise Iimt coverage for an individual's preexisting
health conditions; except that it shall inpose a six-nonth benefit
wai ting period for preexisting conditions for which nedical advice was
given, for which a health care provider recommended or provided
treatnent, or for which a prudent |ayperson woul d have sought advice or
treatnent, within six nonths before the effective date of coverage.
The preexisting condition waiting period shall not apply to prenata
care services or benefits for outpatient prescription drugs. The pool
may not avoid the requirenments of this section through the creation of
a new rate classification or the nodification of an existing rate
classification. Credit against the waiting period shall be as provi ded
i n subsection (8) of this section.

(b) The pool shall not inpose any preexisting condition waiting
period for any person under the age of nineteen.

(8)(a) Except as provided in (b) of this subsection, the pool shal
credit any preexisting condition waiting period in its plans for a
person who was enrolled at any tinme during the sixty-three day period
i mredi ately preceding the date of application for the new pool plan
For the person previously enrolled in a group health benefit plan, the
pool nust credit the aggregate of all periods of precedi ng coverage not
separated by nore than sixty-three days toward the waiting period of
the new health plan. For the person previously enrolled in an
i ndi vi dual health benefit plan other than a catastrophic health plan,
the pool nust credit the period of coverage the person was conti nuously
covered under the imedi ately preceding health plan toward the waiting
period of the new health plan. For the purposes of this subsection, a
precedi ng health plan includes an enpl oyer-provi ded sel f-funded heal th
pl an.

(b) The pool shall waive any preexisting condition waiting period
for a person who is an eligible individual as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C 300gg-41(b)).
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(9) If an application is nade for the pool policy as a result of
rejection by a carrier, then the date of application to the carrier,
rather than to the pool, should govern for purposes of determning
preexisting condition credit.

(10) The pool shall contract with organi zations that provide care
managenent that has been denonstrated to be effective and shal
encourage enrollees who are eligible for care nanagenent services to
participate. The pool may encourage the use of shared deci si on naki ng
and certified decision aids for preference-sensitive care areas.

Sec. 26. RCW48.43.510 and 2009 ¢ 304 s 1 are each anended to read
as follows:

(1) A carrier that offers a health plan may not offer to sell a
health plan to an enrollee or to any group representative, agent,
enpl oyer, or enrollee representative without first offering to provide,
and providing upon request, the follow ng information before purchase
or selection:

(a) A listing of covered benefits, including prescription drug
benefits, if any, a copy of the current fornmulary, if any is used
definitions of terns such as generic versus brand nanme, and policies
regardi ng coverage of drugs, such as how they becone approved or taken
off the formulary, and how consuners may be involved i n deci si ons about
benefits;

(b) Alisting of exclusions, reductions, and |imtations to covered
benefits, and any definition of nedical necessity or other coverage
criteria upon which they nmay be based,;

(c) A statenent of the carrier's policies for protecting the
confidentiality of health information;

(d) A statenment of the cost of premuns and any enrollee cost-
sharing requirenents;

(e) A summary explanation of the carrier's review of adverse
benefit determ nations and gri evance processes;

(f) A statenent regarding the availability of a point-of-service
option, if any, and how the option operates; and

(g) A convenient neans of obtaining |ists of participating primry
care and specialty care providers, including disclosure of network
arrangenments that restrict access to providers within any plan network.
The offer to provide the information referenced in this subsection (1)
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must be clearly and prom nently displayed on any information provided
to any prospective enrollee or to any prospective group representative,
agent, enployer, or enrollee representative.

(2) Upon the request of any person, including a current enrollee,
prospective enrollee, or the insurance conm ssioner, a carrier mnust
provide witten information regarding any health care plan it offers,
that includes the followng witten information:

(a) Any docunents, instrunents, or other information referred to in
t he nmedi cal coverage agreenent;

(b) A full description of the procedures to be followed by an
enrollee for consulting a provider other than the primary care provider
and whether the enrollee's primary care provider, the carrier's nedical
director, or another entity nust authorize the referral;

(c) Procedures, if any, that an enrollee must first follow for
obtaining prior authorization for health care services;

(d) A witten description of any reinbursenment or paynent
arrangenments, including, but not limted to, capitation provisions,
fee-for-service provisions, and health care delivery efficiency
provi si ons, between a carrier and a provi der or network;

(e) Descriptions and justifications for provider conpensation
prograns, including any incentives or penalties that are intended to
encourage providers to withhold services or mnimze or avoid referral s
to specialists;

(f) An annual accounting of all paynents nmade by the carrier which
have been counted agai nst any paynent limtations, visit limtations,
or other overall limtations on a person's coverage under a pl an;

(g9 A copy of the «carrier's review_ of adverse_ benefit
determ nations grievance process for claim or service denial and its
gri evance process for dissatisfaction with care; and

(h) Accreditation status wth one or nore national nmanaged care
accreditation organi zati ons, and whether the carrier tracks its health
care effectiveness performance wusing the health enployer data
information set (HED S), whether it publicly reports its HED S data,
and how interested persons can access its HEDI S dat a.

(3) Each carrier shall provide to all enrollees and prospective
enrollees a list of available disclosure itens.

(4) Nothing in this section requires a carrier or a health care
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provider to divulge proprietary information to an enrollee, including
the specific contractual terns and conditions between a carrier and a

provi der.
(5 No carrier may advertise or market any health plan to the
public as a plan that covers services that help prevent illness or

pronote the health of enrollees unless it:

(a) Provides all clinical preventive health services provided by
t he basic health plan, authorized by chapter 70.47 RCW

(b) Monitors and reports annually to enrollees on standardized
measures of health care and satisfaction of all enrollees in the health
pl an. The state departnent of health shall recomend appropriate
st andar di zed neasures for this purpose, after consideration of national
standardi zed neasurenent systens adopted by national mnanaged care
accredi tation organi zati ons and state agencies that purchase managed
heal th care services; and

(c) Makes avail abl e upon request to enrollees its integrated plan
to identify and nanage the nost preval ent diseases withinits enrolled
popul ation, including cancer, heart disease, and stroke.

(6) No carrier may preclude or discourage its providers from
inform ng an enrollee of the care he or she requires, including various
treatnment options, and whether in the providers' view such care is
consistent wth the plan's health coverage criteria, or otherw se
covered by the enrollee's nedical coverage agreenent with the carrier
No carrier may prohibit, discourage, or penalize a provider otherw se
practicing in conpliance with the | aw from advocating on behalf of an
enrollee with a carrier. Nothing in this section shall be construed to
authorize a provider to bind a carrier to pay for any servi ce.

(7) No carrier may preclude or discourage enrol |l ees or those paying
for their coverage from di scussing the conparative nerits of different
carriers with their providers. This prohibition specifically includes
prohibiting or limting providers participating in those discussions
even if critical of a carrier.

(8) Each carrier nust conmunicate enrollee information required in
chapter 5, Laws of 2000 by neans that ensure that a substantial portion
of the enrollee population can nmake use of the information. Carriers
may i npl enent alternative, efficient nethods of comunication to ensure
enrol | ees have access to information including, but not limted to, web
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site alerts, postcard nailings, and el ectronic communication in |ieu of
printed material s.

(9) The conm ssioner nay adopt rules to inplenent this section. In
developing rules to inplenent this section, the conm ssioner shall
consider relevant standards adopted by national managed care
accredi tation organi zations and state agencies that purchase managed
health care services, as well as opportunities to reduce admnistrative
costs included in health plans.

Passed by the House February 10, 2012.

Passed by the Senate March 1, 2012.

Approved by the Governor March 30, 2012.

Filed in Ofice of Secretary of State March 30, 2012.
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