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ENGROSSED SUBSTI TUTE SENATE BI LL 5905

State of WAshi ngton 63rd Legislature 2013 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Hi Il and
Har gr ove)

READ FI RST TI ME 04/ 15/ 13.

AN ACT Relating to nodifying enployee eligibility for health
i nsurance benefits consistent with the enployer shared responsibility
provi sions of the patient protection and affordable care act; anendi ng
RCW 41. 05. 065; adding a new section to chapter 28A 400 RCW adding a
new section to chapter 41.05 RCW and creating a new section.

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

NEW SECTION. Sec. 1. (1) The legislature finds that:

(a) Each biennium nearly two billion dollars in public funds are
spent on the purchase of enpl oyee insurance benefits for nore than two
hundred t housand public school enployees and their dependents and, of

t hat anount, al nost one-half billion dollars is for insurance benefits
for classified enployees, the mjority of which are part-tine
enpl oyees;

(b) Each biennium nore than two billion dollars in state revenues

are spent on the purchase of enpl oyee insurance benefits for nore than
two hundred twenty-five thousand state agency and higher education
enpl oyees and their dependents covered by plans offered by the public
enpl oyees' benefits board;

p. 1 ESSB 5905



©O© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDDNDNMDNMNNNMNMdNMNPEPEPPRPPRPPRPERPRPRPERERPR
0O N Ol A W NPEFP O OOWwNOD O WNEPEPOOOOOWwWNO O owDNDEe.Oo

(c) Beginning January 1, 2014, the federal affordable care act wll
create a new marketpl ace for health insurance in Washi ngton state that
i ncl udes:

(1) A health benefit exchange to enable consuners to conpare
gqualified health insurance options to find the plan that best neets
their needs and budget;

(1i) A requirenment that plans offered on the exchange include
coverage for all essential health benefits;

(ii1) Federal tax credits to make health insurance prem uns nore
af fordabl e for individuals whose incone is below four hundred percent
of the federal poverty | evel and who do not have access to an enpl oyer-
provi ded heal th pl an;

(1v) Federal subsidies to reduce out-of-pocket nedical expenses for
persons with incones below two hundred fifty percent of the federa
poverty | evel and who do not have access to an enpl oyer-provi ded health
pl an; and

(v) A requirenment that enployers with nore than fifty full-tinme
enpl oyees offer a health benefit plan to all their full-time enpl oyees
or pay a shared-responsibility penalty;

(d) The inplenmentation of the Washington health benefit exchange,
premumtax credits, and out-of-pocket subsidies in 2014 presents a new
opportunity for school districts and the state to provide increased
access to affordable health insurance coverage for part-tine enpl oyees,
especially for the | owest-paid enpl oyees and those seeking full famly
I nsurance coverage, in a nore cost-effective manner.

(2) The legislature establishes the foll ow ng goal s:

(a) For school districts and the state to take advantage of the
federal affordable care act, including the Washington health benefit
exchange, premum tax credits, and subsidies to make nore affordable
heal th benefit plans available to part-tinme school district and state
enpl oyees;

(b) Provide nore affordable options for full famly health benefits
coverage for | owinconme part-tine enpl oyees;

(c) Dedicate a portion of the savings resulting from part-tinme
enpl oyees obtai ning coverage and tax credits through the exchange as a
source of funding for school districts and the state to reinburse
prem um or out-of-pocket costs, or for conpensation increases, for
t hose enpl oyees;
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(d) Redirect a portion of the savings fromreduced state spending
for school district, state agency, and higher education part-tine
enpl oyees' health benefits to other public school needs.

NEW SECTION. Sec. 2. A new section is added to chapter 28A 400
RCWto read as foll ows:

(1) Beginning with the 2013-14 school year, school districts nust
identify opportunities for wusing the plans, premum credits, and
subsi di es avail abl e through the Washi ngton health benefit exchange to
provi de affordable health insurance benefits qualifying for part-tine
enpl oyees.

(2) School districts must fully conply with the affordable care
act's enpl oyer shared responsibility provisions that require affordable
heal th benefit plan coverage be offered to all full-tinme enpl oyees, as
defined by federal regul ations.

(3) From funding provided in the omibus appropriations act, and
ot her funding sources, school districts nust establish conpensation
arrangenents to reinburse a portion of the prem um or out-of-pocket
costs of part-tinme enployees who obtain health insurance coverage
t hrough the Washi ngton health benefit exchange. Such conpensation nmay
be provided in the amount and in the form the school district
determnes will best pronote the goals stated in section 1 of this act.
Any conpensati on provi ded under this section shall be considered a part
of basic benefits.

Sec. 3. RCW41.05.065 and 2011 1st sp.s. ¢ 8 s 1 are each anended
to read as foll ows:

(1) The board shall study all matters connected with the provision
of health <care ~coverage, life insurance, Iliability insurance,
accidental death and disnenbernent insurance, and disability inconme
i nsurance or any of, or a conbination of, the enunerated types of
i nsurance for enpl oyees and their dependents on the best basis possible
with relation both to the welfare of the enployees and to the state.

However, liability insurance shall not be nmade avail abl e to dependents.
(2) The board shall devel op enployee benefit plans that include
conprehensive health care benefits for enpl oyees. In devel oping these

pl ans, the board shall consider the foll ow ng el enents:
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(a) Methods of maxim zing cost contai nnment while ensuring access to
qual ity health care;

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

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

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

(e) Effective coordination of benefits; and

(f) Mnimmstandards for insuring entities.

(3) To maintain the conprehensive nature of enployee health care
benefits, benefits provided to enployees shall be substantially
equi valent to the state enployees' health benefits plan in effect on
January 1, 1993. Nothing in this subsection shall prohibit changes or
i ncreases in enployee point-of-service paynents or enployee prem um
paynments for benefits or the adm nistration of a high deductible health
plan in conjunction with a health savings account. ((Fhre—board—may
establ-sh—employee—ebgi-biHH-ty—eriterta—whi-ch—are—not —substant+atby
egti-valent—to—enployee—eb-g-bHity—eriterta—+n—elHect—on—Jdanvary—14—
1993-))

(4) The_ eliqgibility provisions of this_ subsection_ have_ effect
t hrough Decenber 31, 2013. Except if bargained for under chapter 41. 80
RCW the board shall design benefits and determne the ternms and
condi ti ons of enployee and retired enpl oyee participation and cover age,
including establishnent of eligibility criteria subject to the
requirenents of this chapter. Enpl oyer groups obtaining benefits
t hrough contractual agreenent with the authority for enpl oyees defi ned
in RCW 41. 05.011(6) (a) through (d) may contractually agree with the
authority to benefits eligibility criteria which differs from that
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determ ned by the board. The eligibility criteria established by the
board shall be no nore restrictive than the foll ow ng:

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

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

(i1) An enpl oyee who works an average of at |east eighty hours per
nmont h over a period of six consecutive nonths and for at |east eight
hours in each of those six consecutive nonths becones eligible at the
first of the nonth follow ng the six-nonth averagi ng peri od.

(b) A seasonal enployee is eligible for benefits fromthe date of
enpl oynent if the enpl oying agency antici pates that he or she will work
an average of at |east eighty hours per nmonth and for at |east eight
hours in each nonth of the season. A seasonal enployee determ ned
ineligible at the beginning of his or her enployment who works an
average of at least half-tine, as defined by the board, per nonth over
a period of six consecutive nonths and at | east eight hours in each of
t hose si x consecutive nonths becones eligible at the first of the nonth
foll ow ng the six-nonth averagi ng period. A benefits-eligible seasona
enpl oyee who works a season of less than nine nonths shall not be
eligible for the enployer contribution during the off season, but may
continue enrollment in benefits during the off season by self-paying
for the benefits. A benefits-eligible seasonal enployee who works a
season of nine nonths or nore is eligible for the enployer contribution
t hrough the of f season foll owi ng each season wor ked.

(c) Faculty are eligible as foll ows:

(i) Faculty who the enploying agency anticipates wll work
half—tinme or nore for the entire instructional year or equival ent nine-
month period are eligible for benefits from the date of enploynent.
Eligibility shall continue until the beginning of the first full nonth
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of the next instructional year, unless the enploynent relationship is
termnated, in which case eligibility shall cease the first nonth
followng the notice of termnation or the effective date of the
term nation, whichever is |ater.

(1i1) Faculty who the enpl oyi ng agency anticipates wll not work for
the entire instructional year or equivalent nine-nonth period are
eligible for benefits at the beginning of the second consecutive
quarter or senester of enploynent in which he or she is anticipated to
work, or has actually worked, half-time or nore. Such an enpl oyee
shall continue to receive uninterrupted enployer contributions for
benefits if the enployee works at least half-tine in a quarter or
senmester. Faculty who the enploying agency anticipates will not work
for the entire instructional year or equival ent nine-nonth period, but
who actually work half-time or nore throughout the entire instructional
year, are eligible for sumrer or off-quarter coverage. Faculty who
have net the criteria of this subsection (4)(c)(ii), who work at | east
two quarters of the academc year with an average academ c year
wor kl oad of half-tinme or nore for three quarters of the academ c year
and who have worked an average of half-tinme or nore in each of the two
preceding academc years shall continue to receive uninterrupted
enpl oyer contributions for benefits if he or she works at | east half-
time in a quarter or senester or works two quarters of the academc
year with an average acadenm c workl oad each academ c year of half-tine
or nore for three quarters. Eligibility under this section ceases
imrediately if this criteria is not net.

(ti1) Faculty may establish or maintain eligibility for benefits by
working for nore than one institution of higher education. When
faculty work for nore than one institution of higher education, those
institutions shall prorate the enployer contribution costs, or if
eligibility is reached through one institution, that institution wll
pay the full enployer contribution. Faculty working for nore than one
institution nust alert his or her enployers to his or her potential
eligibility in order to establish eligibility.

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

(v) To be eligible for maintenance of benefits through averagi ng
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under (c)(ii) of this subsection, faculty mnust provide witten
notification to his or her enploying agency or agencies of his or her
potential eligibility.

(d) A legislator is eligible for benefits on the date his or her
termbegins. Al other elected and full-tinme appointed officials of
the | egislative and executive branches of state governnent are eligible
for benefits on the date his or her termbegins or they take the oath
of office, whichever occurs first.

(e) A justice of the suprene court and judges of the court of
appeal s and the superior courts becone eligible for benefits on the
date he or she takes the oath of office.

(f) Except as provided in (c)(i) and (ii) of this subsection,
eligibility ceases for any enployee the first of the nonth foll ow ng
term nation of the enploynment rel ationship.

(g) In determning eligibility under this section, the enploying
agency nmay disregard training hours, standby hours, or tenporary
changes in work hours as determned by the authority under this
section.

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

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

(j) Except for an enployee eligible for benefits under (b) or
(c)(ii) of this subsection, an enpl oyee who has established eligibility
for benefits under this section shall remain eligible for benefits each
month in which he or she is in pay status for eight or nore hours, if
(i) he or she remains in a benefits-eligible position and (ii) |eave
from the benefits-eligible position is approved by the enploying
agency. A benefits-eligible seasonal enployee is eligible for the
enpl oyer contribution in any nonth of his or her season in which he or
she is in pay status eight or nore hours during that nonth.
Eligibility ends if these conditions are not net, the enploynent
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relationship is term nated, or the enployee voluntarily transfers to a
nonel i gi bl e position.

(k) For the purposes of this subsection:

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

(1i) "Half-tinme" neans one-half of the full-tinme academ c workl oad
as determ ned by each institution, except that half-tinme for community
and technical college faculty enpl oyees shall have the sanme neani ng as
"part-tinme" under RCW28B. 50. 489;

(ti1) "Benefits-eligible position" shall be defined by the board.

(5) Beginning January 1, 2014, eliqgibility for health care benefits
is as_provided under this_subsection. Except if_ bargained for under
chapter 41.80 RCW the board nust design benefits and deternine the
ternms and conditions of enployee and retired enpl oyee participation and
cover age. The terns _and conditions nust be consistent wth the
provisions of this subsection. Enpl oyer groups_ obtaining benefits
t hrough contractual agreenent with the authority for enpl oyees defined
in RCW41.05.011(6) (a), (b), (c), and (d) nmay contractually agree with
the authority to benefits eligibility criteria which differs fromthe
criteria contained in this section. The eliqgibility criteria_ for
health care benefits is:

(a) Each enployee who is a full-tine enployee as defined by section
1513 of the patient protection and affordable care act and rel ated
requlations, as_admnistered by the authority, is_eligible_ for
benefits. Except if bargained_ for pursuant to_(a)(i) of this
subsection, or_ if_ authorized by the office_of financial_ nanagenent
pursuant to (a)(ii) of this subsection, enployees who are not full-tine
enpl oyees_as_defined by section 1513 of the_ patient protection_ and
affordable care act and related requlations, as adm nistered by the
authority, are not eligible for benefits.

(i) The enployer and excl usive bargaining representative, pursuant
to chapter 41.80 RCW nmay bargain_ part-tine enployee eligibility
criteria that does not exceed the criteria under subsection (4) of this
section.

(ii) The office of financial managenent nay approve part-tine
enpl oyee eligibility criteria that does not exceed the criteria under
subsection (4) of this section for part-tine state positions not
covered under any collective bargaini ng agreenent.
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(b) A leqgislator is eligible for benefits on the date his or her
termbegins. Al other elected and full-tinme_appointed officials of
the leqgislative and executive branches of state governnent are eligible
for benefits on the date their termbegins_or they take the oath of
of fice, whichever occurs first.

(c) Justices_of the suprene_ court and_judges_ of the court of
appeals and the superior courts becone eligible for benefits on the
date they take the oath of office.

(d) Except as provided by section 1513 of the patient protection
and affordable care act and related requl ations, as adm ni stered by the
authority, eliqgibility ceases for any enployee the first day of the
nonth following term nation of the enploynent relationship.

(e) Insurance_coverage for_all eligible enployees begins on_ the
first day of the nonth followi ng the date when eligibility for benefits
i s established. If the date eliqgibility is established is the first
wor ki ng day of a nonth, insurance coverage begins on that date.

(f) From funding provided in_the omnibus appropriations_act, the
authority nmust establish and admi nister a conpensation arrangenent to
rei nburse a portion of the prem um or out-of-pocket costs of part-tine
state_ agency and_higher education_institution_ enployees who_ obtain
health insurance coverage through the Washington health benefit
exchange. Only persons who are expected to be enployed for at |east
ei ghty hours per nonth for at | east six consecutive nonths are eligible
for the_ exchange_ prem um reinbursenent benefit provided under_ this
section, and only for nonths in which they work at | east eighty hours.
The exchange prem um rei nbursenent benefit may not exceed two dollars
per hour for the nunber of hours worked by the part-tine enployee in a
nonth, and in no case may exceed two hundred sixty dollars per nonth.
Rei nbur senent may only be provided for coverage of the enployee and the
enpl oyee' s_spouse_and_ dependent _chil dren. The authority may adopt
rules that are_consistent with the goals in _section 1 of this act to
i npl enent t he benefit.

(6) The board nmay authorize prem um contributions for an enpl oyee
and the enpl oyee's dependents in a nmanner that encourages the use of
cost-efficient managed heal th care systens.

((66))) () (a) For any open enroll nment period foll ow ng August 24,
2011, the board shall offer a health savings account option for
enpl oyees that confornms to section 223, Part VII of subchapter B of
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chapter 1 of the internal revenue code of 1986. The board shall conply
with all applicable federal standards related to the establishment of
heal t h savi ngs accounts.

(b) By Novenber 30, 2015, and each year thereafter, the authority
shall submt a report to the relevant l|egislative policy and fisca
commttees that includes the foll ow ng:

(1) Public enployees' benefits board health plan cost and service
utilization trends for the previous three years, in total and for each
health plan offered to enpl oyees;

(1i) For each health plan offered to enployees, the nunber and
percent age of enployees and dependents enrolled in the plan, and the
age and gender denographics of enrollees in each plan;

(tit) Any inpact of enrollnment in alternatives to the nost
conprehensi ve plan, including the high deductible health plan with a
heal th savings account, upon the cost of health benefits for those
enpl oyees who have chosen to renmain enrolled in the nost conprehensive
pl an.

((A)) (8) Notwi thstanding any other provision of this chapter
for any open enrollnment period follow ng August 24, 2011, the board
shall offer a high deductible health plan in conjunction with a health
savi ngs account devel oped under subsection ((£6})) (7) of this section.

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

((9Y)) (10) The board shall review plans proposed by insuring
entities that desire to offer property insurance and/or accident and
casualty insurance to state enpl oyees through payroll deduction. The
board may approve any such plan for payroll deduction by insuring
entities holding a valid certificate of authority in the state of
Washi ngt on and which the board determnes to be in the best interests
of enpl oyees and the state. The board shall adopt rules setting forth
criteria by which it shall evaluate the plans.

((£28)y)) (11) Before January 1, 1998, the public enployees
benefits board shall nmake avail able one or nore fully insured | ong-term
care insurance plans that conply wwth the requirenents of chapter 48.84
RCW  Such prograns shall be nade available to eligible enployees,
retired enployees, and retired school enployees as well as eligible
dependent s which, for the purpose of this section, includes the parents
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of the enployee or retiree and the parents of the spouse of the
enpl oyee or retiree. Enmpl oyees of local governnents, political
subdi visions, and tribal governnents not otherwise enrolled in the
public enpl oyees' benefits board sponsored nedi cal prograns may enrol
under terns and conditions established by the admnnistrator, if it does
not jeopardize the financial viability of the public enployees
benefits board' s long-termcare offering.

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

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

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

(d) The public enployees' benefits board and the health care
authority shall establish a technical advisory conmttee to provide
advice in the devel opnent of the benefit design and establishnent of
underwriting guidelines and eligibility rules. The commttee shal
al so advise the board and authority on effective and cost-effective
ways to market and distribute the long-term care product. The
technical advisory commttee shall be conprised, at a mninmm of
representatives of the office of the insurance conmm ssioner, providers
of long-termcare services, licensed i nsurance agents with expertise in
| ong-term care insurance, enployees, retired enpl oyees, retired school
enpl oyees, and other interested parties determ ned to be appropriate by
t he board.
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(e) The health care authority shall offer enployees, retired
enpl oyees, and retired school enployees the option of purchasing | ong-
termcare i nsurance through |icensed agents or brokers appoi nted by the
|l ong-termcare insurer. The authority, in consultation with the public
enpl oyees' benefits board, shall establish marketing procedures and may
consider all prem um conponents as a part of the contract negotiations
with the long-termcare insurer.

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

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

(()) (12) The board may establish penalties to be inposed by
the authority when the eligibility determ nations of an enploying
agency fail to conply with the criteria under ((t+his—ehapter)) section
1513 of the patient protection and affordable care_ act_ and_rel ated
reqgul ations, as admi nistered by the authority.

NEW SECTION. Sec. 4. A new section is added to chapter 41.05 RCW
to read as foll ows:

For the period from July 1, 2013, through June 30, 2015, the
authority shall develop and inpl enent an outreach and educati on program
to informpart-tine state and school district enployees of the health
i nsurance plans, premumtax credits, and out-of-pocket cost subsidies
avail abl e to individuals who purchase health plans offered through the
Washi ngton heal th benefit exchange. The outreach and educati on program
shall be devel oped in collaboration with school districts, the office
of the superintendent of public instruction, |abor organizations, the
Washi ngton heal th benefit exchange, and other appropriate entities.

~-- END ---
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