HOUSE BILL REPORT
E2SHB 1589

As Reported by House Committee On:
Hedlth Care & Wellness

Title: An act relating to the relationships between health carriers and contracting providers.

Brief Description: Concerning the relationships between health carriers and contracting
providers.

Sponsors: House Committee on Appropriations (originally sponsored by Representatives
Bronoske, Macri, Shavers, Pollet and Reed).

Brief History:
Committee Activity:
Health Care & Wellness: 2/4/25, 2/21/25 [DPS], 2/4/26 [DP3S];
Appropriations: 2/25/25, 2/27/25 [DP2S(w/o sub HCW)].

Brief Summary of Third Substitute Bill

» Requires hedlth carriers to provide a health care provider, prior to
entering into or renewing a contract, with certain information including a
copy of the new contract with al changes clearly indicated and a clean
copy of the revised contract.

* Requires hedlth carriers to provide contract and payment policy updates
in amanner that does not require access to a secure website or other
portal for new contracts.

* Requires health carriers and health plans offered to public and school
employees to provide notice of significant payer contract modifications
to the relevant health care provider or facility contract representative 90
days before the modification's effective date.

» Defines "significant payer contract modification."

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.
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HOUSE COMMITTEE ON HEALTH CARE & WELLNESS

Majority Report: The third substitute bill be substituted therefor and the third substitute
bill do pass. Signed by 12 members. Representatives Bronoske, Chair; Lekanoff, Vice
Chair; Rule, Vice Chair; Vadez, Assistant Ranking Minority Member; Davis, Low, Obras,
Parshley, Shavers, Stonier, Stuebe and Thai.

Minority Report: Without recommendation. Signed by 4 members. Representatives
Schmick, Ranking Minority Member; Marshall, Assistant Ranking Minority Member;
Engell and Manjarrez.

Staff: Kim Weidenaar (786-7120).
Background:

Health carriers must file all provider contracts with the Insurance Commissioner
(Commissioner) 30 days before use. Provider contracts are written contracts between health
carriers and a provider (defined to include health care professionals and health care
facilities) for any health care services rendered to a health plan enrollee. When a carrier and
provider negotiate an agreement that deviates from a filed agreement, the carrier must file
the specific contract or agreement 30 days prior to use. Unless the Commissioner
disapproves a provider contract during the 30-day period, it is deemed approved; however,
the Commissioner may extend the approval period an additional 15 days with notice before
theinitial 30-day period expires.

Health carriers must make all documents, procedures, and other administrative policies and
programs referenced in the contract available for review by the provider or facility prior to
contracting. Participating providers and facilities must be given reasonable notice at |east
60 days in advance of changes that affect provider or facility compensation or that affect
health care service delivery unless changes to federal or state law or regulations make such
advance notice impossible.

Health carriers and Medicaid managed care organizations must provide at least 60 days
notice to health care providers and hospitals of any proposed material amendments
(amendments) to provider contracts. These amendments must be clearly defined in a notice
to providers and hospitals. The notice must also inform the providers and hospital s that
they may choose to reject the terms at any time during the notice period, and that arejection
will not affect the terms of the provider contract. If acarrier does not comply with these
regquirements, the amendment isvoid. A "material amendment” is an amendment to a
provider contract requiring a health care provider or hospital to participate in a health plan
with alower fee schedule in order to continue to participate in a health plan. A material
amendment does not include: changes unrelated to compensation so long as 60 days notice
is provided; a decrease in payment that was anticipated under the terms of the contract; or a
decrease in payment resulting from a change in a fee schedule published by the payer upon
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which the payment or compensation is based and the applicability is clearly identified in the
contract.

Summary of Bill (Third Substitute):

Contract negotiations and renewals.

For health plansissued or renewed on or after January 1, 2027, prior to entering into or
renewing a contract with a health care provider, a health carrier must provide the following:
* the contact information for the carrier's primary contact for contract negotiations;

» acopy of the new contract with all changes clearly indicated and a clean copy of the
revised contract that incorporates amendments into the body of the contract and into
any relevant exhibit or addendum; and

* the carrier's payment methodology no less than 60 days in advance of the execution
of the contract.

For new contracts, a health carrier must provide contract and payment policy updatesin a
manner that does not require access to a secure website or portal. These requirements do
not apply to negotiations between a health carrier and a provider who is: an employee of the
health carrier or affiliate; employed by a hospital or any affiliate of a hospital or health
system; or employed by an entity that owns or operates multistate provider clinics.

Significant Payer Contract Modification.

For health plans, including health plans offered to public and school employees, issued or
renewed on or after January 1, 2027, health carriers must provide notice of significant payer
contract modifications (modifications) to the relevant health care provider or facility
contract representative 90 days before the modification's effective date. The notice must:

« gpecify the provider contract to which the modification applies and be conspicuously
|abeled as a modification;

* include the modification language and contain sufficient information about the
change to allow the health care provider or facility to assess the financial impact, if
any, including a detailed description of any change in methodology, payment, or
administrative procedure; impacted current procedural terminology (CPT) codes,
health care common procedure coding system codes, modifiers, or any other data
elements; and the scope of services and service locations that the significant payer
contract modification applies to; and

* be sent to the person designated to receive notice under the provider contract.

Carriers must include a summary of all modification notices in asingle location on the
carrier's website and in the carrier's newsl etters 90 days before the modification's effective
date.

"Significant payer contract modification™ means an action by a carrier that resultsin any of
the following changes for a health care provider or facility that has a provider contract with
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the carrier:

adecrease in fees, payments, or reimbursement to a participating provider or facility;
achange in the payment methodology for determining fees, payments, or
reimbursement to a participating provider;

arestriction on the site of service for specific services or changes to payment or
coverage based on site of service;

anew requirement that services be separate or bundled;

a change to prior authorization, inpatient notification, or claims submission
reguirements or processes,

arestriction or exclusion from the contracted components of service or a requirement
that the contracted component be provided by or purchased from another entity; or
achange of procedures that may reasonably be expected to significantly increase a
health care provider's administrative expenses.

A significant payer contract modification does not include changes required by state or
federal law, a change to provide payment for new technologies or services, a change to
reflect national changes to CPT codes, health care common procedure coding system
procedure, or international classification of disease diagnosis coding.

Third Substitute Bill Compared to Engrossed Second Substitute Bill:

The third substitute bill:

strikes al provisions of the underlying bill, except for those applying the contract
negotiation requirements of the bill to health care benefit managers and the list of
individuals and entities exempt from the contract negotiation requirements;

requires health carriers to provide a health care provider, prior to entering into or
renewing a contract, with the contact information for the carrier's primary contact for
contract negotiations; a copy of the new contract with all changes clearly indicated
and a clean copy of the revised contract; and the carrier's payment methodology no
less than 60 days in advance of the execution of the contract;

requires health carriers to provide contract and payment policy updatesin a manner
that does not require access to a secure website or other portal for new contracts;
requires health carriers (including health plans offered to public and school
employees) to provide a notice of significant payer contract modification
(modification) to the relevant health care provider or facility contract representative
90 days before the modification's effective date, which must:

* gpecify the provider contract to which the modification applies and be
conspicuously labeled as a modification;

* include the language of the modification and contain sufficient information
about the modification to allow the provider or facility to assess the financial
impact, including the effective date; a detailed description of any changein
methodology, payment, or administrative procedures; impacted current
procedural terminology codes, health care common procedure coding system
codes, modifiers, or other data elements; and the scope of services and service
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locations that the modification applies to; and
* be sent to the person designated to receive notice under the provider contract;
* requires all modification noticesto be available in asingle location on the carrier's
website and in the carrier's newsletter at least 90 days before the modification's
effective date; and
* defines "significant payer contract modification" as an action by a carrier that results
in any of the following changes for a health care provider or facility that has a
provider contract with the carrier:
» adecreasein fees, payments, or reimbursement to a participating provider or
facility;
 achange in the payment methodology for determining fees, payments, or
reimbursement to a participating provider;
* arestriction on the site of service for specific services or changes to payment or
coverage based on site of service;
* anew requirement that services be separate or bundled;
 achange to prior authorization, inpatient notification, or claims submission
reguirements or processes,
* arestriction or exclusion from the contracted components of service; or
» achange of procedures that may reasonably be expected to significantly
increase a health care provider's administrative expenses.

Appropriation: None.
Fiscal Note: Available. New fiscal note requested on February 4, 2026.

Effective Date of Third Substitute Bill: The bill takes effect 90 days after adjournment of
the session in which the bill is passed.

Staff Summary of Public Testimony:
See House Bill Report in the 2025 Legidative Session.
Persons Testifying: See House Bill Report in the 2025 L egislative Session.

Persons Signed In To Testify But Not Testifying: See House Bill Report in the 2025
Legislative Session.
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