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ENGROSSED SUBSTI TUTE SENATE BI LL 5122

AS AMENDED BY THE HOUSE
Passed Legislature - 2011 Regul ar Sessi on
State of WAshi ngton 62nd Legi sl ature 2011 Regul ar Session

By Senate Health & Long-Term Care (originally sponsored by Senators
Kei ser and Kline; by request of |Insurance Conm ssioner)

READ FI RST TI ME 02/ 08/ 11.

AN ACT Relating to changes for inplenentation of the affordable
care act in Wshington state; anending RCW 48.20.435, 48.21.270,
48. 43. 530, 48.43.535, 48.44.215, 48.44.380, 48.46.325, 48.46.460,
48.20. 025, 48.44.017, 48.46.062, 48.41.060, 48.41.080, 48.41.100,
48. 41. 140, and 48. 21. 157; reenacting and anendi ng RCW 48. 43. 005; addi ng
a new section to chapter 48.43 RCW and providing an effective date.

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

Sec. 1. RCW48. 20.435 and 2007 ¢ 259 s 19 are each anended to read
as follows:

Any disability insurance contract that provides coverage for a
subscriber's dependent mnust offer the option of covering any
( (urmrar++ed)) dependent under the age of ((twenty—five)) twenty-six.

Sec. 2. RCWA48.21.270 and 1984 ¢ 190 s 4 are each anended to read
as follows:

(1) An insurer shall not require proof of insurability as a
condition for issuance of the conversion policy.

(2) A conversion policy may not contain an exclusion for
preexisting conditions ((exeept)) for any applicant who is_under age
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ni net een. For policies_issued to_ those_ age nineteen_and_older, an
exclusion for a preexisting condition is permtted only to the extent
that a waiting period for a preexisting condition has not been
sati sfied under the group policy.

(3) An insurer nust offer at |east three policy benefit plans that
conply with the foll ow ng:

(a) A mpjor medical plan with a five thousand dollar deductible
( { and —a —Htetire —bBenetit — rd-pum— o — bwe — hundred — H-Hy — Hhousand
doeH-ars)) per person;

(b) A conprehensive nedical plan with a five hundred dollar
deducti bl e ((and—a—t+Hetimre—benebHt—modnum—-ob—Hvehundred thousand
doeH-ars)) per person; and

(c) A basic nedical plan with a one thousand dollar deductible
{ { and—at+etireraxd-mom-ofl—seventy-Hvethousand—doelbars)) per person.

(4) The insurance conm ssioner may revise the ((deduetibles—and
H-fetiwe—benefit)) deductible anpbunts in subsection (3) of this section
fromtime totinme to reflect changi ng health care costs.

(5) The insurance conm ssioner shall adopt rules to establish
m ni mum benefit standards for conversion policies.

(6) The conm ssioner shall adopt rules to establish specific
standards for conversion policy provisions. These rules may i nclude
but are not limted to:

(a) Terns of renewability;

(b) Nonduplication of coverage;

(c) Benefit Iimtations, exceptions, and reductions; and

(d) Definitions of terns.

Sec. 3. RCW48.43.005 and 2010 c 292 s 1 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
geogr aphic region, age, famly size, and use of wellness activities.

(2) "Adverse benefit determ nation"” neans 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

ESSB 5122. SL p. 2
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failure to provide or nmake 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
appropriate.

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

((63))) (4) "Basic health plan nodel plan" nmeans a health plan as
required in RCW70.47.060(2)(e).

((4))) (5) "Basic health plan services" neans that schedul e of
covered health 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.

((65))) (B) "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 I|least three
t housand five hundred dollars, both anmounts to be adjusted annually by
t he i nsurance conmm 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 dollars and an
annual out-of - pocket expense required to be paid under the plan (other
than for premuns) for covered benefits of at |east six thousand
dollars, both amunts to be adjusted annually by the insurance
conmi ssi oner; or

(c) Any health benefit plan that provides benefits for hospita
i 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.

p. 3 ESSB 5122. SL
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In July 2008, and in each July thereafter, the insurance
comm ssioner shall adjust the mninum deductible and out-of-pocket
expense required for a plan to qualify as a catastrophic plan to
reflect the percentage change in the consuner price index for nedica
care for a preceding twelve nonths, as determ ned by the United States
departnent of |abor. The adjusted amount shall apply on the follow ng
January 1st.

((66))) (7) "Certification" nmeans a determnation by a review
organi zation that an adm ssion, extension of stay, or other health care
service or procedure has been reviewed and, based on the information
provided, neets the clinical requirenents for nedical necessity,
appropri ateness, |level of care, or effectiveness under the auspices of
the applicable health benefit plan.

((6H)) (8) "Concurrent review' neans utilization review conducted
during a patient's hospital stay or course of treatnent.

((8))) (9) "Covered person” or "enrollee" neans a person covered
by a health plan including an enrollee, subscriber, policyholder,
beneficiary of a group plan, or individual covered by any other health
pl an.

((69Y)) (10) "Dependent" neans, at a mininmum the enrollee' s |egal
spouse and ((unmrar+ied)) dependent children who qualify for coverage
under the enrollee's health benefit plan.

((26y)) (11) "Energency nedical condition" neans ((the—enrergent

o , ' . ng_severe_pain—that

bodil : . ) e ) : bodil |
o —woth-d—place—the—person-s—healt-h—+n—sertous—teopardy)) a nedica
condition manifesting itself by acute synptons of sufficient severity,

i ncluding severe pain, such that a prudent |ayperson, who possesses an
average know edge of health and nedicine, could reasonably expect the
absence of imediate nedical attention to result in a condition (a)
placing the health of the individual, or with respect to a pregnant
worman, the health of the wonan_or her unborn_child, in_serious

jeopardy, (b) serious inpairnment to bodily functions, or (c) serious
dysfunction of any bodily organ or part.

ESSB 5122. SL p. 4
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((2H)) (12) "Energency services" nmeans ((etherwise—coveredhealth
care—servieces—npedicalHby—necessaryto—evaluate—andtreal —an—epergency
nedi-cal—econdi-tH-on-—provided—in—a—hosprtal —energency —departient) ) a
nedi cal screening_exam nation, as required 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 departnent to_ evaluate that
emergency nedical condition, and_ further nedical exam nation and
treatnent, to the extent they are wwthin 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, with respect to an_energency nedical condition
has the neaning given in section 1867(e)(3) of the social security act
(42 U.S.C. 1395dd(e)(3)).

((+2»)) (13) "Enpl oyee" has the sanme neaning given to the term as
of January 1, 2008, wunder section 3(6) of the federal enployee
retirement inconme security act of 1974.

((+3))) (14) "Enrollee point-of-service cost-sharing”" neans
anounts paid to health carriers directly providing services, health
care providers, or health care facilities by enrollees and may incl ude
copaynents, coinsurance, or deducti bl es.

((24))) (15) "Final _ external review decision" nmeans a
deternm nation by an independent review organization at the concl usion
of an external review

(16) "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 with respect to which the internal
appeal s process has been exhausted under the exhaustion rules described
in RCWA48.43.530 and 48. 43. 535.

(17) "Grandfathered _health plan"” neans_a group health plan or an
individual health plan_ that under 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 anended.

(18) "Grievance" neans a witten conplaint submtted by or on
behalf of a covered person regarding: (a) Denial of paynment for
medi cal services or nonprovision of nedical services included in the

p. 5 ESSB 5122. SL
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covered person's health benefit plan, or (b) service delivery issues
ot her than denial of paynent for nmedical 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.

((25)1)) (19) "Health care facility" or "facility" means hospices
i censed under chapter 70.127 RCW hospitals |icensed under chapter
70.41 RCW rural health care facilities as defined in RCW 70.175. 020,
psychiatric hospitals |icensed under chapter 71.12 RCW nursing hones
licensed under chapter 18.51 RCW comunity nental health centers
licensed under chapter 71.05 or 71.24 RCW Kkidney disease treatnent
centers licensed under chapter 70.41 RCW anbulatory diagnostic,
treatnment, or surgical facilities |icensed under chapter 70.41 RCW
drug and al cohol treatnent facilities |icensed under chapter 70.96A
RCW and honme health agencies |icensed under chapter 70.127 RCW and
includes such facilities if owned and operated by a political
subdi vision or instrunentality of the state and such other facilities
as required by federal |aw and i npl enmenting regul ati ons.

((26)y)) (20) "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 wwth 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.

((+H)) (21) "Health care service" neans that service offered or
provided by health care facilities and health care providers relating
to the prevention, cure, or treatnent of illness, injury, or disease.

((8)Y)) (22) "Health carrier"” or "carrier" neans a disability
insurer regulated under chapter 48.20 or 48.21 RCW a health care
service contractor as defined in RCW48. 44. 010, or a health nai ntenance
organi zati on as defined in RCW48. 46. 020.

((29Y)) (23) "Health plan"™ or "health benefit plan"™ neans any
policy, contract, or agreenent offered by a health carrier to provide,
arrange, reinburse, or pay for health care services except the
fol | ow ng:

(a) Long-term care insurance governed by chapter 48.84 or 48.83
RCW

ESSB 5122. SL p. 6
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(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 confinenent 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;

(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 reqgul 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.

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

((£28)) (25) "Preexisting condition" nmeans any medi cal condition,
illness, or injury that existed any tinme prior to the effective date of
cover age.

((2»)) (26) "Premunmt neans all suns 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 nmade by a
health carrier in consideration for a health plan is deened part of the
premum "Premum shall not include anmbunts paid as enrollee point-

of - servi ce cost-sharing.

p. 7 ESSB 5122. SL
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((623y)) (27) "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

((624y)) (28) "Snmall enployer” or "small group” neans any person,
firm corporation, partnership, association, political subdivision,
sole proprietor, or self-enployed individual that is actively engaged
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 income and for which he or she has filed the appropriate
i nternal revenue service form 1040, for the previous taxabl e year.

((£25H)) (29) "Uilization review' nmeans the prospective,
concurrent, or retrospective assessnent of the necessity and

ESSB 5122. SL p. 8
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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.

((626y)) (30) "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. 4. RCW48.43.530 and 2000 ¢ 5 s 10 are each anended to read
as follows:

(1) Each carrier that offers a health plan nust have a fully
operational, conprehensive grievance process that conplies with 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 ssioner shall consider grievance 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 hunman services or the United States departnent

of | abor.

(2) Each <carrier nust process as a conplaint an enrollee's
expression of dissatisfaction about custoner service or the quality or
avai lability of a health service. Each carrier nust inplenent
procedures for registering and responding to oral and witten
conplaints in atinmely and thorough manner.

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

(4) Each carrier nust process as an appeal an enrollee's witten or
oral request that the carrier reconsider: (a) Its resolution of a
conpl aint nade by an enrollee; or (b) 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

p. 9 ESSB 5122. SL
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continued stay in, a health care facility. A carrier nust not require
that an enrollee file a conplaint prior to seeking appeal of a decision
under (b) of this subsection.

(5) To process an appeal, each carrier must:

(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 mrum function. The decision regarding an expedi ted appeal nust be
made wi thin seventy-two hours of the date the appeal is received,

(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 nmust explain the carrier's decision and
t he supporting coverage or clinical reasons and the enrollee's right to
request independent review of the <carrier's decision under RCW
48. 43. 535.

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

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

(b) The carrier's appeal process, including information, as
appropriate, about how to exercise the enrollee's rights to obtain a
second opi nion, and how to continue receiving services as provided in
this section.

(7) Wien an enrollee requests that the carrier reconsider its
decision to nodify, reduce, or term nate an otherw se covered health
service that an enrollee is receiving through the health plan 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 that health service

ESSB 5122. SL p. 10
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until the appeal is resolved. |If the resolution of the appeal or any
revi ew sought by the enroll ee under RCW 48.43.535 affirns the carrier's
decision, the enrollee my be responsible for the cost of this
conti nued heal th service.

(8) Each carrier nust provide a clear explanation of the grievance
process upon request, upon enrollnment to new enrollees, and annually to
enrol | ees and subcontractors.

(9) Each carrier nust ensure that the grievance process 1is
accessible to enrollees who are limted English speakers, who have
literacy problens, or who have physical or nental disabilities that
inpede their ability to file a grievance.

(10) Each carrier nmust: Track each appeal until final resolution;
mai ntai n, and make accessible to the comm ssioner for a period of three
years, a log of all appeals; and identify and evaluate trends in
appeal s.

Sec. 5. RCW48.43.535 and 2000 ¢ 5 s 11 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 enroll ee.

(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
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 dispute. 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.

p. 11 ESSB 5122. SL



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDDNMNMNMNMNMNMNNMNPEPPRPPRPPRPPRPERPEPRPREPPREPE
N o oA WNEPE OO 0o NP WDNPE OO oo N Ok W DN BEe o

(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 least 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 organi zation
nust 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 w Il make 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' determnations nust be based upon their expert mnedical
judgnent, after consideration of relevant nedical, scientific, and
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.

ESSB 5122. SL p. 12



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNNMNMNMNMNMNNMNNMNPEPPRPPRPPRPPRPERPEPRPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O wWw DN Ee o

((66))) (7) Once a request for an independent review determ nation
has been nmde, the independent review organi zation nmust proceed to a
final determ nation, unless requested otherw se by both the carrier and
the enrollee or the enrollee's representative.

((6)) (a) An_enrollee_ or_ carrier my_ request an_expedited
external review if the adverse benefit determnation or interna
adverse benefit determ nation concerns an adm ssion, availability of
care, continued stay, or health care service for which the clainmant
received energency services but has not been discharged from a
facility; or_ involves a_ nedical condition for_ which the_ standard
external review tine franme of forty-five days would seriously
jeopardize the life or health of the enrollee or jeopardize the

enrollee's ability to regain maxi num function. The independent review
organi zation nust _nmake its decision_to uphold or _reverse the adverse
benefit determi nation or final internal adverse benefit determ nation
and notify the enrollee and the carrier or health plan_of the
determ nation_as_expeditiously as possible but wthin _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

revi ew organi zation nust provide witten confirmation of the decision
within forty-eight hours after the date of the notice of the decision.

(b) For claims__involving experinental or investigational
treatnents, the internal 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 nmust tinely inplenment the certified i ndependent review
organi zation's determ nation, and nust pay the certified independent
revi ew organi zati on's charges.

((8))) (9) Wien an enrollee requests independent review of a
di spute wunder this section, and the dispute involves a carrier's

decision to nodify, reduce, or term nate an otherw se covered health
service that an enrollee is receiving at the tine 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 |onger
medically necessary or appropriate, the carrier mnust continue to
provide the health service if requested by the enrollee until a
determ nation is made under this section. |If the determnation affirns

p. 13 ESSB 5122. SL
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the carrier's decision, the enrollee may be responsible for the cost of
the continued health service.

((69Y)) (10) Each certified independent review organization nust
maintain witten records and neke them avail able upon_request to the
conmi 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.

((£28)y)) (12)(a) The conmm ssioner shall adopt rules to inplenent
this section after considering relevant standards adopted by nati onal
managed care accreditation organizations and the national association
of insurance conm ssioners.

(b) This sectionis 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. 6. RCW48.44.215 and 2007 ¢ 259 s 21 are each anended to read
as follows:

(1) Any individual health care service plan contract that provides
coverage for a subscriber's dependent nust offer the option of covering
any ((unrarrted)) dependent under the age of ((+wenty-—Hve)) twenty-
si X.

(2) Any group health care service plan contract that provides
coverage for a participating nenber's dependent nust offer each
partici pating nenber the option of covering any ((unrarried)) dependent

under the age of ((twenty—five)) twenty-six.

Sec. 7. RCWA48.44.380 and 1984 ¢ 190 s 7 are each anended to read
as follows:

(1) A health care service contractor shall not require proof of
insurability as a condition for issuance of the conversion contract.

(2) A conversion contract my not contain an exclusion for
preexisting conditions ((exeept)) for any applicant who is_under age
ni net een. For policies_issued to_ those_ age_ nineteen_and_older, an
exclusion for a preexisting condition is permtted only to the extent
that a waiting period for a preexisting condition has not been
sati sfied under the group contract.

ESSB 5122. SL p. 14
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(3) A health care service contractor nust offer at |east three
contract benefit plans that conply wwth the foll ow ng:

(a) A mpjor medical plan with a five thousand dollar deductible
( { and —a —Htetire —bBenetit — rd-pum— of — bwe — hundred — By — Hhousand
doeH-ars)) per person;

(b) A conprehensive nedical plan with a five hundred dollar
deducti bl e ((and—a—t+Hetimre—benebHt—modnum—-ob—Hvehundred thousand
doeH-ars)) per person; and

(c) A basic nedical plan with a one thousand dollar deductible
{ { and—at+etireraxd-mom-ofl—seventy-Hvethousand—doelbars)) per person.

(4) The insurance conm ssioner may revise the ((deduetibles—and
H-fetiwe—benefit)) deductible anpbunts in subsection (3) of this section
fromtime totinme to reflect changi ng health care costs.

(5) The insurance conm ssioner shall adopt rules to establish
m ni mum benefit standards for conversion contracts.

(6) The conm ssioner shall adopt rules to establish specific
standards for conversion contract provisions. These rules may include
but are not limted to:

(a) Terns of renewability;

(b) Nonduplication of coverage;

(c) Benefit Iimtations, exceptions, and reductions; and

(d) Definitions of terns.

Sec. 8. RCW48.46.325 and 2007 ¢ 259 s 22 are each anended to read
as follows:

(1) Any individual health maintenance agreenent that provides
coverage for a subscriber's dependent nust offer the option of covering
any ((unrearrted)) dependent under the age of ((+wenty-—+Hve)) twenty-
Si X.

(2) Any group health mai ntenance agreenent that provides coverage
for a participating nenber's dependent nust offer each participating
menber the option of covering any ((unrar+ied)) dependent under the age

of ((twenty—FHive)) twenty-six.

Sec. 9. RCW48.46.460 and 1984 ¢ 190 s 10 are each anended to read
as follows:
(1) A health nmaintenance organization nust offer a conversion

p. 15 ESSB 5122. SL
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agreenent for conprehensive health care services and shall not require
proof of insurability as a condition for issuance of the conversion
agreement .

(2) A conversion agreenment may not contain an exclusion for
preexi sting conditions ((exeept)) for_ an_ applicant who is_under_ age
ni net een. For policies_issued to_ those_ age_ nineteen_and_older, an
exclusion for a preexisting condition is permtted only to the extent
that a waiting period for a preexisting condition has not been
satisfied under the group agreenent.

(3) A conversion agreenent need not provide benefits identical to
t hose provi ded under the group agreenent. The conversion agreenent may
contain provisions requiring the person covered by the conversion
agreenent to pay reasonable deductibles and copaynents, except for
preventive service benefits as defined in 45 CF. R 147.130 (2010)

i npl enenting sections 2701 through 2763, 2791, and 2792 of the public
health service act (42 U.S.C. _300gg_through 300gg-63, 300gg-91, and
30099-92), as anended

(4) The insurance conmm ssioner shall adopt rules to establish
m ni mum benefit standards for conversion agreenents.

(5) The conm ssioner shall adopt rules to establish specific
st andards for conversion agreenent provisions. These rules may include
but are not limted to:

(a) Terns of renewability;

(b) Nonduplication of coverage;

(c) Benefit Iimtations, exceptions, and reductions; and

(d) Definitions of terns.

Sec. 10. RCW48. 20.025 and 2008 ¢ 303 s 4 are each anended to read
as follows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cains" neans the cost to the insurer of health care services,
as defined in RCW48.43. 005, provided to a policyholder or paid to or
on behal f of the policyholder in accordance with the terns of a health
benefit plan, as defined in RCW 48.43.005. This includes capitation
paynments or other simlar paynents nmade to providers for the purpose of
paying for health care services for a policyhol der

ESSB 5122. SL p. 16
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(b) "Clainms reserves" neans: (i) The liability for clainms which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.

(c) "Declination rate" for an insurer nmeans the percentage of the
total nunber of applicants for individual health benefit plans received
by that insurer in the aggregate in the applicable year which are not
accepted for enrollnment by that insurer based on the results of the
standard heal th guestionnaire adm ni stered pur suant to RCW
48.43.018(2) (a).

(d) "Earned prem uns" nmeans prem uns, as defined in RCWA48. 43. 005,
plus any rate credits or recoupnents |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(e) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl ai ms reserves.

(f) "Loss ratio" neans incurred clainms expense as a percentage of
earned prem uns.

(g) "Reserves" neans: (i) Active I|ife reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.

(2) An insurer nust file supporting docunentation of its nethod of
determning the rates charged for its individual health benefit plans.
At a mninum the insurer nust provide the follow ng supporting
docunent ati on:

(a) A description of the insurer's rate-nmaking nethodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncl udes the experience data, assunptions, and justifications of the
i nsurer's projection;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) A certification by a nmenber of the Anmerican acadeny of
actuaries, or other person approved by the comm ssioner, that the
adj usted comunity rate charged can be reasonably expected to result in
a loss ratio that neets or exceeds the loss ratio standard of

p. 17 ESSB 5122. SL
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seventy-four percent, mnus the premum tax rate applicable to the
insurer's individual health benefit plans under RCW 48. 14. 020.

({ (3 —By—the—last—day—of —NMay—each—vyear—any—+Asurer —HSStHng—or
renewt ng i ndividual health benefit plans in this state during the
preceding —calendar —year —shal-—Hte—for —review—by—the —comm-sstoner
support-rg —docurentat-on—ofb —Hes —actval —toss—ratto—and — s —actual
%ekknaﬂ—%—#%e—m—%—km%—%h—bemﬁ%—m—&ns—e#%ed—%

f—|—|—|—ng shaH-—trelude —aggregate —earhed —premuirs——aggregate —nreur+ed

ctat-rs——and—a—ecertiecati-on—by—a—menrber—of—the—Areri-can—academyr—of-

actdartes——or —other —person—approved —by —the —comm-sstoner——that—the

actuatl—toss—ratio—has—been—caleulated —in—accordance—wth—acecepted
ol neinles.

I I T . . || I . _ the £idt] hal ||
deered—approved —w-ess—prior—thereto—the —conm-sstoner—contests—the
Byt gt .. I Leulat] oY L
a6 —tHhe — cormm-sstoner — shalk —state — i —witing — the — grounds —For

%—Ff—khe—aepuaJ—Less—p&H@—#e{—Phe—apeeeQ—ng—eaJ—eﬂd&Hye&HFs
Fess—thanthetoss—+atoestabbshed+n—subsection{5—olthissection—
: . I |t he followi hall Ly
ay—Fhe—tnsurer—shabh—calculate—a—percentage—ot—premum—to—be
rem-ted—tothe Vashinghon—statehealth—nsurance—pool—by—subtracting
the—actual—toss—ratto—for—the—preceding—year—f+om-the—loss—ratto
bli shed i I . 5} of thi on
)T . I i heal th | L
I Leul | i n(a) of thi I R rul-tiphied_by ¢4
prem-tn— earned — Hom—each —enrobH-ee —a—the —previous —calendar —year—
hall i ded I . I T I
rate—caleculated —from—the —end—of —the —calendar —year —for—whi-eh—the
: . I I I I : . o
er—AH—remttances—shal—be—aggregated—and—such—anounts—shal-—be
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by the pool bhoard of-directors.
. : be i I I hi . hall
be—i{ssuved—wthn—thirty—days—after—the—actual—toss—ratto—i+s—deened
I I I . 3)(a F thi . I I . .
I i . I i I I : 3} (e} ot thi on
5 —Fhe —loss—ratto—appHecable —to—this—section—shall—be—the
: i he—f ol owi hedul I | I
Hster—s—actual —dechHnation—rate—in—the—preceding—year——mnus—the
. Licabl he i "o i ndividual _heal th | ‘
phans—under—RON 4814020

I finat )
Under-SixPercent (6%) Seventy-Four-Pereent{74%)
ShePereent{6%)-or-more{butiess than SevenPercent) Seventy-Five Percent(75%)
Seven-Percent(7%)-or-more(butiess than EightPercent) Seventy-ShxPercent-(76%)
Eight-Percent{8%)-or-more Seventy-Seven-Percent(779%)))

Sec. 11. RCW48.44.017 and 2008 ¢ 303 s 5 are each anended to read
as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Clainms" neans the cost to the health care service contractor
of health care services, as defined in RCW 48.43.005, provided to a
contract holder or paid to or on behalf of a contract holder in
accordance with the terns of a health benefit plan, as defined in RCW
48. 43.005. This includes capitation paynents or other simlar paynents
made to providers for the purpose of paying for health care services
for an enrollee.

(b) "Clainms reserves"” neans: (i) The liability for clainms which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.

(c) "Declination rate" for a health care service contractor neans
t he percentage of the total nunber of applicants for individual health
benefit plans received by that health care service contractor in the
aggregate in the applicable year which are not accepted for enroll nment

p. 19 ESSB 5122. SL
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by that health care service contractor based on the results of the
standard heal th guestionnaire adm ni stered pur suant to RCW
48.43.018(2) (a).

(d) "Earned prem uns" nmeans prem uns, as defined in RCWA48. 43. 005,
plus any rate credits or recoupnents |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(e) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl ai s reserves.

(f) "Loss ratio" neans incurred clainms expense as a percentage of
earned prem uns.

(g) "Reserves" neans: (i) Active I|ife reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.

(2) A health care service contractor nust file supporting
docunentation of its nethod of determning the rates charged for its
i ndi vi dual contracts. At a mninum the health care service contractor
nmust provide the foll ow ng supporting docunentati on:

(a) A description of the health care service contractor's rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncl udes the experience data, assunptions, and justifications of the
heal th care service contractor's projection

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) A certification by a nmenber of the Anmerican acadeny of
actuaries, or other person approved by the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
a loss ratio that neets or exceeds the loss ratio standard of
seventy-four percent, mnus the premum tax rate applicable to the
carrier's individual health benefit plans under RCW 48. 14. 0201.

({ £3—By—the—tlast—day—of—Mry—each—year—any—health—care—serviece

. . : ndi vidual_heal th | ‘ | . hi
I I | | I hall file f . byv_the
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I he fili : : || I . _ the £idt] hal ||
deered—approved—unl-ess—prtor—thereto—the —comm-ssioner—contests—the
B) 1§t . I Leulat] oY L
rat+-o-—the — eomm-ssioner —shal-—state — A —witi-hg —the —grounds —for

prem-tn— earned — Hom—each —enrobH-ee —a—the —previous —calendar —year—
hal 1| ded I . I T I
Fa%e—eaJ—em—a%ed—#Fem—Phe—end—e#—Phe—em—endap—ye&F—#ep—M—eh—Phe

%@—N%Fem—%&%es—ﬂ%—beweg%ed—&nd—sueh—muﬂ%s—&ha##be

g . . I be i I I hi . hall
be—tssued—wthn—thirty —days—afbter—the—actual—loss—ratio—+s—deened
approved—under—subsection{3a)-—eolthtssection—or—thedetermnatton
by—an—adm-n-stratvetawudge—under—subsecton—{3-{e—ofthis—section—

5 —Fhe —loss—ratto—apptHecable —to—this—seetion—shall—be—the

: i I ol Lowi hedul I | I
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heatth —eare —service —contractor—s — actual —deckHnatton—rate—in—the
preceding—year—nrus—Hhe—premum-tax—rate—apphcable—to—the—health
care—service—contractor—s—indivi-dual —healt-h—benet-t—plans—under —RCW
433402064

I finat )
Under-SixPercent (6%) Seventy-Four-Pereent{74%)
ShePereent{6%)-or-more{butiess than SevenPercent) Seventy-Five Percent(75%)
Seven-Percent(7%)-or-more(butiess than EightPercent) Seventy-ShPercent-(76%)
Eight-Percent{8%)-or-more Seventy-Seven-Percent(779%)))

Sec. 12. RCW48.46.062 and 2008 ¢ 303 s 6 are each anended to read
as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Clainms" nmeans the cost to the health mai ntenance organi zati on
of health care services, as defined in RCW 48.43.005, provided to an
enrollee or paid to or on behalf of the enrollee in accordance with the
terms of a health benefit plan, as defined in RCW 48.43.005. This
includes capitation paynents or other simlar paynents nade to
providers for the purpose of paying for health care services for an
enrol | ee.

(b) "Clainms reserves"” neans: (i) The liability for clainms which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clains reserves whether for
a specific liability purpose or not.

(c) "Declination rate"” for a health naintenance organi zati on means
t he percentage of the total nunber of applicants for individual health
benefit plans received by that health nai ntenance organi zation in the
aggregate in the applicable year which are not accepted for enroll nment
by that health mai ntenance organi zati on based on the results of the
standard heal th guestionnaire adm ni stered pur suant to RCW
48.43.018(2) (a).

(d) "Earned prem uns" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

ESSB 5122. SL p. 22
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(e) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl aims reserves.

(f) "Loss ratio" nmeans incurred clains expense as a percentage of
earned prem uns.

(g) "Reserves" neans: (i) Active Ilife reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.

(2) A health nmintenance organization nust file supporting
docunentation of its nethod of determning the rates charged for its
i ndi vi dual agreenents. At a mninmm the health maintenance
organi zati on nust provide the foll owm ng supporting docunentati on:

(a) A description of the health maintenance organization's rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncl udes the experience data, assunptions, and justifications of the
heal t h mai nt enance organi zati on's projection;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) A certification by a nmenber of the Anmerican acadeny of
actuaries, or other person approved by the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
a loss ratio that neets or exceeds the loss ratio standard of
seventy-four percent, mnus the premum tax rate applicable to the
carrier's individual health benefit plans under RCW 48. 14. 0201.

((3r—By—the—tast— d&y of —May —each—year—any—health—maintenance
ngaHF%&PFGH FSSHFHQ FeﬂeM+ng —tadvi-duatl—health—benefi+— p#ans—kn

yeap———Ihe—#FLan—sha##—+ae+ade—agg#ega%e—ea#ned—p%en+an5——agg#egake

et red —elatns——and —a—ecertHHeaton—by —a—renber — ok —the —Arertcan

academy—of-—actuaries,——or—other—person—approved—by—the—comm-ssioners-

Hrat—the—actual—loss—ratto—has—heen—caleculated—in—accordance—with
I ol neinles.

o) ALt : . of —a_thi I ' od_beainni  th the
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deened—approved —wi-ess—prior—thereto—the —conm-sstoner—contests—the

a6 —the — cormm-ssioner — shalk —state — i —witng — the — grounds —For
. I Leulat] he_heal Ll . . on

4y it L . : I ' e

on. . . I Lt he follow hall L

(&) — The — heal-th — rai-ntenance — organi-zati-on — shak- —caleulate —a
: . I . _

. I _ _ g e I'EEE_IH'
)T . I i heal th | L
prem-tn— earned — Hom—each —enrobH-ee —a—the —previous —calendar —year—
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Actual-DeclinationRate LossRatie
Under-Six-Percent (6%) Seventy-Four-Pereent{74%)
ShePereent{6%)-or-more{butiess than SevenPercent) Seventy-Five Percent(75%)

; bt I el . :
Eight-Percent{8%)-or-more Seventy-Seven-Percent(779%)))

Sec. 13. RCW48.41.060 and 2009 c 555 s 2 are each anended to read
as foll ows:

(1) The board shall have the general powers and authority granted
under the laws of this state to insurance conpanies, health care

service contractors, and health mai nt enance organi zations, |icensed or
registered to offer or provide the kinds of health coverage defined
under this title. 1In addition thereto, the board shall:

(a) Designate or establish the standard health questionnaire to be
used under RCW 48.41. 100 and 48.43.018, including the formand content
of the standard health questionnaire and the nethod of its application.
The questionnaire nust provide for an objective evaluation of an
i ndividual's health status by assigning a discreet neasure, such as a

system of point scoring to each individual. The questionnaire nmust not
contain any questions related to pregnancy, and pregnancy shall not be
a basis for coverage by the pool. The questionnaire shall be designed

such that it is reasonably expected to identify the eight percent of
persons who are the nobst costly to treat who are under individual
coverage in health benefit plans, as defined in RCW 48.43.005, in
Washi ngton state or are covered by the pool, if applied to all such
per sons;

(b) Cbtain froma nmenber of the American acadeny of actuaries, who
i s independent of the board, a certification that the standard health
guestionnaire neets the requirenments of (a) of this subsection;

(c) Approve the standard heal th questionnaire and any nodifications
needed to conply with this chapter. The standard health questionnaire
shall be submtted to an actuary for certification, nodified as
necessary, and approved at |east every thirty-six nonths unless at the
time_when_certification is_required_the pool wll_be_ discontinued
before the end of the succeeding thirty-six nonth period. The
desi gnati on and approval of the standard health questionnaire by the
board shall not be subject to review and approval by the comm ssi oner.
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The standard heal th questionnaire or any nodification thereto shall not
be used until ninety days after public notice of the approval of the
gquestionnaire or any nodification thereto, except that the initial
standard heal t h questionnai re approved for use by the board after March
23, 2000, may be used imediately following public notice of such
approval ;

(d) Establish appropriate rates, rate schedul es, rate adjustnents,
expense allowances, claim reserve fornmulas and any other actuari al
functions appropriate to the operation of the pool. Rates shall not be
unreasonable in relation to the coverage provided, the risk experience,
and expenses of providing the coverage. Rates and rate schedul es may
be adjusted for appropriate risk factors such as age and area vari ati on
in claim costs and shall take into consideration appropriate risk
factors in accordance with established actuarial underwiting practices
consistent with Washington state individual plan rating requirenents
under RCWA48. 44. 022 and 48. 46. 064,

(e)(i) Assess nenbers of the pool in accordance with the provisions
of this chapter, and nmake advance interim assessnents as may be
reasonabl e and necessary for the organizational or interim operating
expenses. Any interim assessnents will be credited as of fsets agai nst
any regul ar assessnents due follow ng the cl ose of the year.

(1i) Self-funded nmultiple enployer wel fare arrangenents are subject
to assessnent under this subsection only in the event that assessnents
are not preenpted by the enployee retirenent incone security act of
1974, as anended, 29 U. S.C. Sec. 1001 et seq. The arrangenents and the
comm ssioner shall initially request an advisory opinion from the
United States departnent of |abor or obtain a declaratory ruling from
a federal court on the legality of 1inposing assessnents on these
arrangenents before inposing the assessnent. Once the legality of the
assessnments has been determined, the nultiple enployer welfare
arrangenent certified by the insurance comm ssioner nust begi n paynent
of these assessnents.

(ti1) If there has not been a final determ nation of the legality
of these assessnents, then beginning on the earlier of (A the date the
fourth multiple enployer welfare arrangenent has been certified by the

i nsurance conmm ssioner, or (B) April 1, 2006, the arrangenent shall
deposit the assessnents inposed by this subsection into an interest
beari ng escrow account naintained by the arrangenent. Upon a fina
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determ nation that the assessnents are not preenpted by the enployee
retirement inconme security act of 1974, as anended, 29 U S.C. Sec. 1001
et seq., all funds in the interest bearing escrow account shall be
transferred to the board;

(f) Issue policies of health coverage in accordance with the
requi renents of this chapter;

(g) Establish procedures for the admnistration of the prem um
di scount provided under RCW 48.41.200(3)(a)(iii);

(h) Contract with the Washington state health care authority for
the admnistration of the premum discounts provided under RCW
48.41.200(3)(a) (i) and (ii);

(1) Set a reasonable fee to be paid to an insurance producer
licensed in Washington state for submtting an acceptable application
for enrollnment in the pool; and

(j) Provide certification to the comm ssioner when assessnents w | |
exceed the threshold | evel established in RCW 48. 41. 037.

(2) I'n addition thereto, the board may:

(a) Enter into contracts as are necessary or proper to carry out
t he provisions and purposes of this chapter including the authority,
with the approval of the comm ssioner, to enter into contracts with
simlar pools of other states for the joint performance of comon
adm ni strative functions, or with persons or other organizations for
t he performance of adm ni strative functions;

(b) Sue or be sued, including taking any |egal action as necessary
to avoid the paynent of inproper clains against the pool or the
coverage provided by or through the pool;

(c) Appoint appropriate legal, actuarial, and other commttees as
necessary to provi de technical assistance in the operation of the pool,
policy, and other contract design, and any other function within the
authority of the pool; and

(d) Conduct periodic audits to assure the general accuracy of the
financial data submtted to the pool, and the board shall cause the
pool to have an annual audit of its operations by an independent
certified public accountant.

(3) Nothing in this section shall be construed to require or
aut hori ze the adopti on of rul es under chapter 34.05 RCW
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Sec. 14. RCW48.41.080 and 2000 ¢ 79 s 10 are each anended to read
as follows:

The board shall select an admnistrator through a conpetitive
bi ddi ng process to adm ni ster the pool.

(1) The board shall evaluate bids based upon criteria established
by the board, which shall include:

(a) The admi nistrator's proven ability to handl e health coverage;

(b) The efficiency of the adm nistrator's cl ai mpayi ng procedures;

(c) An estimate of the total charges for adm nistering the plan
and

(d) The admnistrator's ability to adm nister the pool in a cost-
ef fecti ve manner.

(2) The admnistrator shall serve for a period of three years
subject to renoval for cause. At least six nonths prior to the
expiration of each three-year period of service by the adm nistrator,
the board shall invite all interested parties, including the current
adm nistrator, to submt bids to serve as the admnistrator for the
succeedi ng three-year period. Selection of the admnistrator for this
succeedi ng period shall be nade at | east three nonths prior to the end
of the current three-year period,_ unless at_ the_ tinme_required_for
subm ssion_of bids pursuant to_this_ subsection to the pool wll _be
di scontinued before the end of the succeeding thirty-six nonth period.

(3) The adm nistrator shall performsuch duties as nay be assigned
by the board i ncl udi ng:

(a) Admnistering eligibility and admnistrative claim paynent
functions relating to the pool;

(b) Establishing a premium billing procedure for collection of
prem uns from covered persons. Billings shall be nade on a periodic
basi s as determ ned by the board, which shall not be nore frequent than
a nonthly billing;

(c) Performng all necessary functions to assure tinely paynent of
benefits to covered persons under the pool including:

(1) Making available information relating to the proper manner of
submtting a claim for benefits to the pool, and distributing forns
upon whi ch subm ssion shall be nade;

(i11) Taking steps necessary to offer and adm ni ster managed care
benefit plans; and
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(ti1) Evaluating the eligibility of each claimfor paynent by the
pool ;

(d) Subm ssion of regular reports to the board regarding the
operation of the pool. The frequency, content, and formof the report
shal | be as determ ned by the board;

(e) Following the close of each accounting year, determ nation of
net paid and earned prem uns, the expense of adm nistration, and the
paid and incurred | osses for the year and reporting this information to
the board and the conmssioner on a form as prescribed by the
conm ssi oner.

(4) The adm nistrator shall be paid as provided in the contract
between the board and the adm nistrator for its expenses incurred in
the performance of its services.

Sec. 15. RCW48.41.100 and 2009 ¢ 555 s 3 are each anended to read
as follows:

(1)(a) The follow ng persons who are residents of this state are
eligible for pool coverage:

(1) Any person who provides evidence of a carrier's decision not to
accept himor her for enrollnment in an individual health benefit plan
as defined in RCW48. 43. 005 based upon, and within ninety days of the
recei pt of, the results of the standard heal th questionnaire desi gnated
by the board and adm ni stered by health carriers under RCW 48. 43. 018;

(1i) Any person who continues to be eligible for pool coverage
based upon the results of the standard health questi onnaire designated
by the board and adm nistered by the pool adm nistrator pursuant to
subsection (3) of this section;

(ti1) Any person who resides in a county of the state where no
carrier or insurer eligible under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
t he pool, and who makes direct application to the pool;

(iv) Any person becomng eligible for nedicare before August 1,
2009, who provi des evidence of (A) a rejection for nedical reasons, (B)
a requirenment of restrictive riders, (C an up-rated premium (D) a
preexisting conditions limtation, or (E) |lack of access to or for a
conprehensi ve nedi care supplenental insurance policy under chapter

p. 29 ESSB 5122. SL



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDNDNDNMNMNDNMDDNMNDNMDMNMNMNMNMDNEPRPPRPPRPEPRPPRPEPRPRERPPRPRE
0O N O A WNPEFP O OOOWwNOD O P WNEPEOOWOOLwWNOO O owDNDE.Oo

48.66 RCW the effect of any of which is to substantially reduce
coverage fromthat received by a person considered a standard risk by
at | east one nmenber within six nonths of the date of application; and

(v) Any person becomng eligible for nmedicare on or after August 1,
2009, who does not have access to a reasonabl e choice of conprehensive
medi care part C plans, as defined in (b) of this subsection, and who
provides evidence of (A a rejection for nedical reasons, (B) a
requi renent of restrictive riders, (C) an up-rated premum (D a
preexisting conditions limtation, or (E) |lack of access to or for a
conprehensi ve nedi care supplenental insurance policy under chapter
48.66 RCW the effect of any of which is to substantially reduce
coverage fromthat received by a person considered a standard risk by
at | east one nmenber within six nonths of the date of application.

(b) For purposes of (a)(v) of this subsection (1), a person does
not have access to a reasonabl e choice of plans unless the person has
a choice of health maintenance organization or preferred provider
organi zation nmedicare part C plans offered by at |east three different
carriers that have had provider networks in the person's county of
residence for at least five years. The plan options nust include
coverage at | east as conprehensive as a plan F nedi care suppl enent pl an
conbined with nedicare parts A and B. The plan options nust also
provi de access to adequate and stabl e provider networks that nmake up-
to-date provider directories easily accessible on the carrier web site,
and will provide themin hard copy, if requested. |In addition, if no
heal t h mai nt enance organi zati on or preferred provider organi zati on plan
includes the health care provider with whom the person has an
established care relationship and from whom he or she has received
treatment within the past twelve nonths, the person does not have
reasonabl e access.

(2) The followng persons are not eligible for coverage by the
pool :

(a) Any person having term nated coverage in the pool unless (i)
twel ve nonths have | apsed since term nation, or (ii) that person can
show conti nuous ot her coverage which has been involuntarily term nated
for any reason other than nonpaynent of prem uns. However, these
exclusions do not apply to eligible individuals as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C. Sec. 300gg-41(b));
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(b) ((Amy
dollars in benefits;

£¢)r)) Inmates of public institutions and those persons who becone
eligible for nedical assistance after June 30, 2008, as defined in RCW
74.09. 010. However, these exclusions do not apply to eligible
individuals as defined in section 2741(b) of the federal health
i nsurance portability and accountability act of 1996 (42 U S.C Sec.
3009g-41(b));

((€))) (c) Any person who resides in a county of the state where
any carrier or insurer regulated under chapter 48.15 RCWoffers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
the pool and who does not qualify for pool coverage based upon the
results of the standard heal th questionnaire, or pursuant to subsection
(1)(a)(iv) of this section.

(3) When a carrier or insurer regulated under chapter 48.15 RCW
begins to offer an individual health benefit plan in a county where no
carrier had been offering an individual health benefit plan:

(a) If the health benefit plan offered is other than a catastrophic
health plan as defined in RCW48. 43. 005, any person enrolled in a pool
pl an pursuant to subsection (1)(a)(iii) of this section in that county
shall no longer be eligible for coverage under that plan pursuant to
subsection (1)(a)(iii) of this section, but may continue to be eligible
for pool coverage based upon the results of the standard health
guestionnaire designated by the board and adm nistered by the pool
admnistrator. The pool adm nistrator shall offer to adm nister the
guestionnaire to each person no longer eligible for coverage under
subsection (1)(a)(iii) of this section wthin thirty days of
determ ning that he or she is no |onger eligible;

(b) Losing eligibility for pool coverage under this subsection (3)
does not affect a person's eligibility for pool coverage under
subsection (1)(a)(i), (ii), or (iv) of this section; and

(c) The pool admnistrator shall provide witten notice to any
person who is no longer eligible for coverage under a pool plan under
this subsection (3) wthin thirty days of the admnistrator's
determ nation that the person is no longer eligible. The notice shall:
(i) Indicate that coverage under the plan will cease ninety days from
the date that the notice is dated; (ii) describe any other coverage

p. 31 ESSB 5122. SL



©O© 00 N O Ol WDN P

e
N R O

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

options, either in or outside of the pool, available to the person;
(ii1) describe the procedures for the admnistration of the standard
health questionnaire to determne the person's continued eligibility
for coverage under subsection (1)(a)(ii) of this section; and (iv)
descri be the enroll ment process for the available options outside of
t he pool .

(4) The board shall ensure that an independent analysis of the
eligibility standards for the pool coverage is conducted, including
examning the eight percent eligibility threshold, eligibility for
medi caid enrollees and other publicly sponsored enrollees, and the
i npacts on the pool and the state budget. The board shall report the
findings to the | egislature by Decenber 1, 2007.

Sec. 16. RCW48.41.140 and 2000 ¢ 79 s 16 are each anended to read
as follows:

(1) Coverage shall provide that health insurance benefits are
applicable to children of the person in whose nane the policy is issued
i ncl udi ng adopted and newly born natural children. Coverage shall also
i ncl ude necessary care and treatnent of nedically diagnosed congenit al
defects and birth abnormalities. |If paynent of a specific premumis
required to provide coverage for the child, the policy may require that
notification of the birth or adoption of a child and paynent of the
required prem um nust be furnished to the pool within thirty-one days
after the date of birth or adoption in order to have the coverage
continued beyond the thirty-one day period. For purposes of this
subsection, a child is deened to be adopted, and benefits are payabl e,
when the child is physically placed for purposes of adoption under the
laws of this state with the person in whose nane the policy is issued;
and, when the person in whose nane the policy is issued assunes
financial responsibility for the nmedical expenses of the child. For
purposes of this subsection, "newy born" neans, and benefits are
payabl e, fromthe nonment of birth.

(2) A pool policy shall provide that coverage of a dependent,
((uAmrar++ed)) person shall termnate when the person becones
((nineteen)) twenty-six years of age: PROVIDED, That coverage of such
person shall not term nate at age ((n+nheteen)) twenty-six while he or
she is and continues to be both (a) incapable of self-sustaining
enpl oynent by reason of devel opnental disability or physical handi cap
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and (b) chiefly dependent upon the person in whose nane the policy is
i ssued for support and mai ntenance, provided proof of such incapacity
and dependency is furnished to the pool by the policyholder wthin
thirty-one days of the dependent's attainnent of age ((niheteen))
twenty-si x and subsequently as nay be required by the pool but not nore
frequently than annually after the two-year period following the
dependent's attainnment of age ((A+-hreteen)) twenty-six.

Sec. 17. RCW48.21.157 and 2007 ¢ 259 s 20 are each anended to
read as foll ows:

Any group disability insurance contract or blanket disability
i nsurance contract that provides coverage for a participating nenber's
dependent nust offer each participating nmenber the option of covering

any ((unrarrted)) dependent under the age of ((+wenty-—Hve)) twenty-
Si X.

NEW SECTION. Sec. 18. A newsection is added to chapter 48.43 RCW
to read as foll ows:

Heal th care sharing mnistries are not health carriers as defined
in RCW48.43.005 or insurers as defined in RCW48. 01. 050. For purposes
of this section, "health care sharing mnistry" has the sane neani ng as
in 26 U S.C. Sec. 5000A.

NEW SECTION. Sec. 19. Sections 10 through 12 of this act take
effect January 1, 2012.

Passed by the Senate April 14, 2011.

Passed by the House April 9, 2011.

Approved by the Governor May 11, 2011.

Filed in Ofice of Secretary of State May 11, 2011.
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