HOUSE BILL REPORT
HB 1686

As Reported by House Committee On:
Hedlth Care & Wellness

Title: An act relating to creating a health care entity registry.

Brief Description: Creating a health care entity registry.

Sponsors. Representatives Bronoske, Fosse, Reed, Scott, Nance, Hill and Macri.
Brief History:

Committee Activity:
Health Care & Wellness: 2/12/25, 2/21/25 [DPS].

Brief Summary of Substitute Bill

* Requires certain health care entities to submit ownership, affiliation, and
health care services information on behalf of the entity and its
subsidiaries and affiliates to the Department of Health (DOH) on an
annual basis.

* Requiresthe DOH to make the submitted information publicly available.

* Requiresthe DOH, in consultation with others, to develop a plan and
provide recommendations to the Legislature on how the reporting
requirements may apply to individual and independent health care
providers, health care facilities, health carriers, health care benefit
managers, and provider organizations.

HOUSE COMMITTEE ON HEALTH CARE & WELLNESS

Majority Report: The substitute bill be substituted therefor and the substitute bill do pass.
Signed by 12 members: Representatives Bronoske, Chair; Lekanoff, Vice Chair; Schmick,
Ranking Minority Member; Davis, Macri, Obras, Parshley, Shavers, Simmons, Stonier,
Thai and Tharinger.

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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Minority Report: Without recommendation. Signed by 6 members. Representatives
Caldier, Assistant Ranking Minority Member; Marshall, Assistant Ranking Minority
Member; Engell, Low, Manjarrez and Stuebe.

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

Provider and Health Care Facility Licensing.

The Department of Health (DOH) and the health professions boards and commissions
regulate over 500,000 health care providers in approximately 85 different health
professions. The division of regulatory responsibilities between the DOH and the health
professions boards and commissions varies by profession for licensing, examination,
discipline, and rulemaking activities. The Uniform Disciplinary Act governs disciplinary
actionsfor all credentialed health care providers.

The DOH also licenses a number of health care facilities including acute care hospitals,
psychiatric hospitals, ambulatory surgical facilities, childbirth centers, behavioral health
agencies, hospice care centers, kidney centers, medical test sites, pharmacies, and
residential treatment facilities. The DOH does not license or otherwise credential health
care clinics or provider organizations.

Hospital Reporting.

Hospitals licensed in Washington must provide the DOH with a series of financial and
governance related reports. Each hospital must report data elements identifying its
revenues, expenses, contractual allowances, charity care, bad debt, other income, total units
of inpatient and outpatient services, and other financial and employee compensation
information. With respect to compensation information, public and nonprofit hospitals
must either provide employee compensation information submitted to the federal Internal
Revenue Service or provide the compensation information for the five highest compensated
employees of the hospital who do not have direct patient responsibilities.

Hospitals, other than those designated as critical access hospitals and sole community
hospitals, must report line items and amounts for any noncategorized expenses or revenues
that either have avalue of $1 million or more or represent 1 percent or more of the total
expenses or revenues. Hospitals that are designated as critical access hospitals or sole
community hospitals must report line items and amounts for any noncategorized expenses
or revenues that represent the greater of either $1 million or 1 percent of total expenses or
revenues.

Beginning July 1, 2022, health systems that operate a hospital must annually submit a
consolidated income statement and bal ance sheet to the DOH regarding the facilities that
they operate in Washington, including hospitals, ambulatory surgical facilities, health
clinics, urgent care clinics, physician groups, health-related |aboratories, long-term care
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facilities, home health agencies, dialysis facilities, anbulance services, behavioral health
settings, and virtual care entities. The DOH must make the income statements and balance
sheets, aswell as the audited financial statements, publicly available. Hospital-owned
provider-based clinics that bill a separate facility fee must report the number of owned
clinicsfor which afacility fee was charged, the number of patients charged the fee, the
revenues from the fee, and the range of allowable facility fees paid by payers.

Summary of Substitute Bill:

Beginning July 1, 2026, each registering entity must report annually to the DOH on behalf
of the registering entity and all affiliates and subsidiaries of the registering entity. The
entity must provide the following information:

 thelegal name of the entity and business address;

* the addresses of all locations of operations and sites where services are provided;

 applicable business identification numbers;

» aname and contact information of a representative of the registering entity;

* the name, business address, and business identification numbers, as applicable, for
each person or entity that:

» hasan ownership or investment interest in the registering entity or its affiliates
or subsidiaries, including participation from a private equity fund;

» hasacontrolling interest in the registering entity or its affiliates or subsidiaries,
or

* iscontracted as a management services organization with the registering entity
or its affiliates or subsidiaries;

e acurrent organizational chart showing the business structure of the registering entity
and its affiliates and subsidiaries;

* the names, compensation, and affiliation with any other health care entity of the
members of the governing board, board of directors, or similar governance body for
the health care entity, any entity that is owned or controlled by, affiliated with, or
under common control with the registering entity;

* the previous three years of financial statements upon initial registration as a
registering entity and then annual financial statements thereafter of the registering
entity and its affiliates and subsidiaries;

* for aregistering entity that is or includes a provider organization, a health care
facility, or other site where services are provided:

* the number of licensed health care providers, by license type, and the number
of licensed health care providers that are employed or contracted with the
registering entity or its health care entity affiliates or subsidiaries; and

* the name, address, and any applicable business identification numbers of al
sites where services are provided, and a description of the services provided at
each site, by site.

By October 1, 2026, the DOH must make the submitted data available online through public
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use files, which must include alist of registering entities that did not comply with reporting
requirements and be updated at least annually. Submitted information, except for social
security numbers, is public and may not be considered confidential, proprietary, or trade
secret.

The DOH may share and receive submitted information with the Office of the Attorney
Genera (AGO), the Office of the Insurance Commissioner (OIC), and other state agencies
and officials to reduce or avoid duplication in reporting requirements or to facilitate
oversight or enforcement. The DOH may, in consultation with the relevant state agencies,
merge similar reporting requirements where appropriate.

The DOH may audit and inspect the records of any registering entity and its affiliates and
subsidiaries that have failed to submit complete information as required or if the DOH has
reason to question the accuracy or completeness of the information submitted. After June
30, 2027, the DOH may assess civil penalties of up to $250,000 for registering entities that
fail to provide complete reports or file reports with false information. The DOH may
consult with and refer instances of noncompliance to the AGO. Any civil penalty recovered
must go toward costs associated with implementing these requirements.

Registering entities must report the required information at no cost to the DOH. The DOH
must establish the registration fee in rule, which may be tiered, and must cover the DOH's
administrative, oversight, and enforcement costs.

The DOH, in consultation with the Health Care Authority (HCA) and the OIC, must
develop a plan and provide recommendations on how the reporting requirements may apply
to individual and independent health care providers, health care facilities, health carriers,
health care benefit managers, and provider organizations. The recommendations must
identify opportunities to streamline reporting required with existing health care provider and
facility licensure processes, with the goal of developing a complete, interactive, and
publicly available registry. The DOH must report to the relevant health and fiscal
committees of the Legislature by October 1, 2026.

The DOH, in consultation with the HCA and the OIC, may adopt any rules necessary to
implement these requirements.

"Registering entity" is defined as any parent company, holding company, or other
organization or entity that owns or controls more than one health care entity or any affiliates
or subsidiaries. "Subsidiary" means an entity in which the registering entity has, directly or
indirectly, a controlling interest. "Affiliate" means: (1) a person, entity, or organization
that directly, indirectly, or through one or more intermediaries, controls, is controlled by, or
is under common control or ownership of another person, entity, or organization; (2) a
person, entity, or organization that operates all or a substantial part of the health care
services or property of a health care entity under a lease, management, or operating
agreement; or (3) any operations or corporate affiliates of an affiliate, including private
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equity funds, health carereal estate investment trusts, or management services
organizations.

"Health care entity" is defined to include:

health care facilities licensed by the DOH, licensed by the Department of Social and
Health Services (DSHS), pharmacies, and any location where health care services are
provided in Washington or a county in Oregon or Idaho that borders Washington,
including licensed and unlicensed facilities and provider group practice locations;
provider organizations, which are any corporation, partnership, business trust, limited
liability corporation, association, or organized group of personsthat isin the business
of health care delivery or management, whether incorporated or not, that represents
one or more health care providersin contracting with carriers for the payments of
health care services;

health care benefit managers, and

health carriers.

Substitute Bill Compared to Original Bill:

The substitute hill:

adds an intent section;

modifies the entities and individual s that must report under the act to only include
"registering entities," which are defined as any parent company, holding company, or
other organization or entity that owns or controls more than one health care entity or
any affiliates or subsidiaries;

requires registering entities to submit the required information to the DOH on behalf
of all affiliates and subsidiaries of the registering entity;

defines "subsidiary” as an entity in which the registering entity has, directly or
indirectly, a controlling interest and modifies the definition of "affiliate";
modifies the definitions of "health care entity" by removing health care providers and
modifying the health care facilities that are captured to include all health care
facilities licensed by the DOH, the DSHS, pharmacies, and other "sites where
services are provided" (defined as any location where health care services are
provided to humansin Washington or a county in Oregon or Idaho that borders
Washington, including licensed and unlicensed facilities and provider group practice
locations);

modifies the definitions of "provider organization;"

modifies the timelines of reporting, so that reporting entities must report beginning
July 1, 2026, and annually thereafter, and the DOH must make the submitted data
available to the public by October 1, 2026;

modifies what a reporting entity must report, including removing information about
al individual providers and modifying the financia reports that a registering entity
must provide to require registering entities to provide the previous three years of
financial statements upon initia registration and then annual financial statements
thereafter for the registering entity and the registering entity's affiliates or
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subsidiaries;

* requires aregistering entity that is or includes a provider organization or health care
facility to include in the annual report: (1) the number of licensed health care
providers, by license type, and the number of licensed health care providersthat are
employed or contracted with the registering entity or its health care entity affiliates or
subsidiaries, reported by each site; and (2) the name, address, and any applicable
business identification numbers of all sites where services are provided, and a
description of the services provided at each site, reported by each site;

» removes the requirement for the DOH to develop an interactive tool to allow the
public to search and view the submitted information, and instead requires the DOH
beginning on October 1, 2026, and updated annually, to make the submitted data
(except socia security numbers) available online through public use files and to list
the registering entities that did not file areport or filed an incomplete report;

 gpecifiesthat an individual's taxpayer identification number that is a person's socia
security number is confidential and may not be shared with the public, other state
agencies, or officials;

» modifiesthe civil penalties the DOH may impose on registering entities by setting the
maximum penalty at $250,000 for each report not provided, incomplete, or containing
false information;

* authorizes the DOH to audit and inspect the records of any registering entity and its
affiliates and subsidiaries that failed to submit complete information or if the DOH
has reason to question the accuracy or the completeness;

* requiresthe DOH to establish aregistration fee in rule, which may be tiered, and
requires the fee to cover the DOH's administrative, oversight, and enforcement costs
and include al initial administrative costs;

* requires the DOH to develop a plan and recommendations on how the reporting
requirements could apply to individual and independent health care providers,
facilities, provider organizations, carriers, and health care benefit managers and to
report to the health and fiscal committees of the Legislature by October 1, 2026; and

* authorizes the DOH to adopt rules in consultation with the OIC and the HCA and
requires the DOH to adopt rules before levying any civil penalties.

Appropriation: None.
Fiscal Note: Available.

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

Staff Summary of Public Testimony:

(In support) There iswork being done to make this bill as implementable as possible and
keep the reporting requirements from being too onerous or burdensome. The goal isto have
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a better understanding of health care in Washington and see where providers are, where
services are provided, who is employed by who, and try to start to address accessto care
shortages and cost increases.

During the production of the OIC's Affordability Report, the authors found that it was very
challenging to identify all of the providers and entities that were affiliated with a health care
system or employed by a system. It was also very difficult to identify where there might be
private equity ownership involved in health care delivery.

Health carriers already file detailed financial reports with the OIC and the requirements of
thisbill are very similar to what is required for carriers that are domiciled in Washington to
currently report. The OIC isworking on language that would allow the agenciesto share
information in both directions.

Theidea of acentralized registry is supported, and it could provide alot of value. The
scope of entitiesincluded in the bill isvery broad. Thisinformation could be helpful for
both consumers and employers.

This bill aimsto increase transparency of the health care delivery system and help
Washington better understand market dynamics, including private equity involvement. This
bill will help us understand whether there are gapsin access to care. The reporting
requirementsin this bill include components that are not currently collected such as
organizationa ownership, investment, and governing structures, al of which are necessary
to gain afull understanding of consolidation in Washington.

The dashboard required by the bill will increase transparency for policymakers and the
public and can be used in decision making around health care access and affordability.

It is currently difficult to identify health care capacity and gaps, measure disparities, and
create action plans to address workforce shortages. It isalso hard to know where providers
are practicing and who owns those practices. Imagine the progress Washington could make
with access to this comprehensive information about providers and facilities. This
information could inform work on important issues like network adequacy, maternal health
disparities, or rural health care deserts. Thisinformation can then be utilized for health
planning and system improvement.

The Health Care Cost Transparency Board has also identified these data gaps as a concern
that prevents effective monitoring of consolidation trends and cost drivers. Consolidation is
one of the main drivers of increasing health care costs. We know that consolidation is
happening in Washington, but thereis still so much we do not know. This bill brings much-
needed transparency to the health care system.

(Opposed) None.
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(Other) Hospitals aready provide tremendous amounts of information to the DOH and this
bill would require hospitals to list thousands of providers. The definitionsin thisbill are
very broad and can capture administrative, billing, and other non-health care related
activities. Thereisfining authority for DOH if entities do not report accurate information,
so it must be clear what is required.

The Joint Legidlative Audit and Review Committee is working on areport anayzing what
the DOH does with al the information hospitals currently submit. If the state is asking for
information, there should be a purpose for that information.

Health care consolidation is due to a number of factors including state and federal policies
and other incentives that have been put in place. Health care providers have an interest in
understanding consolidation as well and it could help inform future policy on other bills
under consideration. However, the reporting requirements under the bill are extensive and
would be a significant administrative burden. The cost of this system is also borne by
reporters and the more extensive the reporting is, the more expensive the cost will be.
Health care providers are also required to report on the services they provide and where
they are currently working at times of licensure and renewal. The fines are excessive and
read as punitive.

Persons Testifying: (In support) Representative Dan Bronoske, prime sponsor; Jane
Beyer, Office of the Insurance Commissioner; Emily Brice, Northwest Health Law
Advocates; Pam MacEwan, Washington Health Benefit Exchange; and Sam Hatzenbeler,
Economic Opportunity Institute.

(Other) Lisa Thatcher, Washington State Hospital Association; Sean Graham, Washington
State Medical Association; and Megan Veith, Washington State Department of Health.

Persons Signed In To Testify But Not Testifying: None.
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