HOUSE BILL REPORT
HB 2283

As Reported by House Committee On:
Hedlth Care & Wellness

Title: An act relating to establishing amedical loss ratio of at least 90 percent for health plans.
Brief Description: Establishing amedical lossratio of at least 90 percent for health plans.
Sponsors. Representatives Rule, Leavitt, Reeves and Valdez.

Brief History:

Committee Activity:
Health Care & Wellness: 1/21/26, 1/30/26 [DPS].

Brief Summary of Substitute Bill

» Requiresfully insured health plansto have amedical lossratio of at |east
90 percent for health plansissued or renewed on or after January 1,
2028.

 Authorizes the Insurance Commissioner to require health carriersto
submit information regarding a carrier's calculation of the medical loss
ratio as part of acarrier's health plan rate filings for plan years beginning
January 1, 2027.

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; Rule, Vice
Chair; Vadez, Assistant Ranking Minority Member; Davis, Macri, Obras, Parshley,
Shavers, Simmons, Stonier and Thai.

Minority Report: Do not pass. Signed by 3 members: Representatives Schmick, Ranking
Minority Member; Marshall, Assistant Ranking Minority Member; Manjarrez.

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 2 members. Representatives
Engell and Stuebe.

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

The federal Affordable Care Act (ACA) requires health carriers to spend a minimum
amount of the health insurance premium collected on medical care or quality improvement
initiatives, commonly referred to as the minimum medical loss ratio standard. The
minimum spending required on medical care and quality improvements for individual and
small group (50 or fewer employees) plansis 80 percent or higher and at |east 85 percent
for large group plans (over 50 employees). These medical loss ratio standards prohibit
individual and small group insurers from allocating more than 20 percent of premiums
collected to their profits and administrative expenses, such as staff salaries and marketing,
and for large group insurers no more than 15 percent of premiums may go towards profits
and administrative costs. If administrative expenses and profits exceed these thresholds, the
difference must be returned to consumers as refunds or rebates. States are authorized to set
higher minimum loss ratios, however, when establishing a higher minimum loss ratio, states
must seek to ensure adequate participation by health carriers, competition in the market, and
value for consumers.

Health carriersreport their medical loss ratio annually to the federal Centersfor Medicare
and Medicaid Services using the pooled experience in the most recent three calendar years.
According to the Office of Insurance Commissioner's Affordability Report published in
2024, most health insurers in Washington are reporting amedical loss ratio near, at, or
higher than 88 percent.

Summary of Substitute Bill:

Fully insured individual, small group, and large group health plans issued or renewed on or
after January 1, 2028, must have amedical loss ratio of at least 90 percent. The Insurance
Commissioner may adopt rules necessary to implement this requirement.

The Insurance Commissioner may require health carriers to submit information regarding a
carrier's calculation of the medical lossratio as part of acarrier's health plan rate filings for
plan years beginning on or after January 1, 2027. Thisinformation may include: (1) a
carrier's reimbursement or payments to a carrier's owned or affiliated health care providers
or facilities, health care benefit managers, or other entities; (2) a carrier's use of nonclaims-
based payments; and (3) a carrier's payments for quality improvement, risk mitigation, and
other incentive-based activities.

Medical lossratio is defined as a health carrier'sincurred claims plus the carrier's
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expenditures for activities to improve health care quality (e.g., prevent hospital
readmissions, improve patient safety, reduce medical errors, promote wellness) divided by
the health carriers premium revenue (excluding federal and state taxes and licensing and
regulatory fees) accounting for payments or receipts related to risk adjustment, risk
corridors, or reinsurance.

Substitute Bill Compared to Original Bill:

The substitute bill:

 delaysthe date the medical lossratio is increased to 90 percent to plans issued or
renewed on or after January 1, 2028; and

* authorizes the Insurance Commissioner to require health carriers to submit
information regarding a carrier's calculation of the medical lossratio as part of a
carrier's health plan rate filings for plan years beginning on or after January 1, 2027.
Thisinformation may include: (1) acarrier's reimbursement, payments, or other
remuneration to a carrier's owned or affiliated health care providers, health care
facilities, health care benefit managers, or other entities; (2) acarrier's use of
nonclaims-based payments, such as sub-capitation or bundled payment
methodologies; and (3) a carrier's payments for quality improvement, risk mitigation,
and other incentive-based activities.

Appropriation: None.
Fiscal Note: Available. New fiscal note requested on January 30, 2026.

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) The Patient Premium Vaue Act requires at least 90 percent of health insurance
premiums to go to actual direct patient medical care and not to excessive administrative
costs or profits. Thishill isespecialy important right now. Federal program changes and
market adjustments over the last several years have caused health premium rates to
skyrocket. Rateswill continue to increase unless we take swift measures to addressiit.
Washington families face rising costs in every other category of spending and when health
insurance premiums spike, families are forced to delay care.

The medical lossratio is abasic accountability measure. It ensuresthat insurers are
delivering what people believe they are paying for, healthcare. This bill does not
micromanage or dictate what insurers do, it smply sets a reasonable expectation that
premium dollars are spent on patients, not on paperwork.
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Insurers will no doubt claim that this bill will cause premiums to rise, that the market will
somehow be destabilized, and some may even threaten to leave the state. We've heard it all
before. Without legidative action, health insurance premiums will certainly continue to
rise, year after year, asthey have done. For the 2026 small group market, rates increased an
average of 30 percent more than the carriers even requested. The Office of the Insurance
Commissioner (OIC) Report upon which this bill is based indicates exactly the opposite,
that premiums would go down. Several of these insurers are sitting on massive, unrestricted
surpluses over and above al future costs of claims.

The health care affordability crisis has become untenable. For Washingtonians who buy
their own individual insurance, premium rates have more than doubled since 2013, going
from $268 a month, back then on average, to $784 each month on average. Federa
premium assistance is declining, and our state care savings premium assistance program is
stretched. Washington needs to take a more proactive approach. It makes sense to ask
insurers to tighten their belts with a stronger medical lossratio (MLR). Massachusetts has
had a higher MLR standard for over a decade successfully, and that law returned $75
million in rebates back to individuals and small businesses last year alone. This bill should
go even further and support the OIC's existing authority to keep insurers from gaming the
MLR formula by buying up clinics and padding their overall premiums.

Consumers pay more and more in premiums every year but receive less and less value and
have far |ess access to necessary services due to ever-increasing cost sharing. In atime
when most businesses, especially small businesses, are tightening their belts, we should
expect no less of the insurance companies that continue to charge consumers exponentially
more every year. Washingtonians simply cannot afford to keep paying more and more
every year for health insurance, especially when too much of those premiums are going
towards carrier administration and profits, rather than towards patient care.

Corporate insurers are inefficient by design and typically have arate of administrative waste
that is 15 percent higher than that of Medicare, according to areport published in Health
Affairs. There are many ways the industry can circumvent these honest attempts to require
better behavior through loopholes, accounting tricks, and cuts to service.

(Opposed) The OIC published areport in July 2024 on health care affordability, which
noted that raising the MLR would have potentially modest healthcare cost savings. The
report also noted the individual market has experienced many shocks and changes, which
have produced uncertainty and made it difficult to accurately set premiumsfor the
individual market. Increasing MLR requirementsis designed to reduce the margin of error
issuers havein pricing. Consequently, the combination of uncertainty in the market and
higher MLR requirements may reduce the incentives for insurers to participate in the
individual market. Since that report was published, instability has only intensified. Federal
policy changes under H.R. 1, combined with the scheduled expiration of enhanced federal
premium tax credits, are expected to increase coverage losses and worsen risk pools.
Importantly, 2026 rates do not yet reflect H.R. 1 changes, meaning additional volatility is
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still ahead. Increasing the MLR does not address the real drivers behind rising premiums.
Approximately 85 percent of Americans premium dollars go to cover the cost of hospital-
based services, prescription drugs, and physician fees.

An unintended consequence of this bill isthat carriers may exit the market, which could
ultimately lead to a collapse of the individual market, reducing choice, and ultimately
increasing costs for consumers. These dollars support essential services and investments
that directly benefit consumers. Administrative costs not included in the 90 percent MLR
include things like translation services, medical interpreters, 24-7 nurse advice lines,
customer service and call center operations, online provider directories, member benefit
programs such as rewards cards that encourage vaccinations, annual wellness exams,
preventive screenings, whole-person care benefits like medically tailored meals and food
boxes, and technology investments, like the electronic prior authorization tool. Raising this
cap would limit a health carrier's ability to make these critical investments and ultimately
reduce the value and the support available to consumers.

Medical lossratio is an accounting measure, not a quality or access standard. A strict 90
percent floor leaves less flexibility to invest in these services, potentially making the patient
experience worse, not better. A rigid MLR leaves |less room to absorb unexpected changes
in utilization or medical costs, increasing the likelihood of a sharper year-to-year premium
swings or carriers exiting certain markets altogether.

(Other) The Affordable Care Act created the MLR to give consumers and employers more
value for the premiums that they pay, so that a bigger percentage of the premium goesto
pay for the healthcare services that an individual needs. However, there has been afair
amount of recent research that has showed that insurers are able to manipulate the MLR
formula so that the insurer can meet an MLR standard. Probably the clearest example of
thisis when health insurers vertically integrate to acquire their own provider groups. There
has been research indicating that those insurers can pay a higher rate to the provider groups
that they own and thereby put money into the numerator of the MLR calculation making it
easier for the insurer to meet that standard.

There iswork on an amendment to try to strengthen the Insurance Commissioner's ability to
really dig into what is happening and what the carriers practices are with respect to their
MLR calculations. The Affordable Care Act allows states to set a higher MLR standard,
but there is some uncertainty about how much authority there isfor state to modify the
MLR formula and what the consequences would be in terms of whether the federal
government would continue to administer the MLR or whether the state would need to do
that ourselves.

Persons Testifying: (In support) Representative Alicia Rule, prime sponsor; Patrick
Connor, NFIB; Emily Brice, Northwest Health Law Advocates; Sean Graham, Washington
State Medical Association; Lois Cook, America's Phone Guys; Jim Freeburg, Patient
Coalition of Washington; Steven Field; and Andre Stackhouse, Whole Washington.
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(Opposed) Carrie Tellefson, Regence Blue Shield; Christine Brewer, Premera Blue Cross,
Marissa Ingalls, Association of Washington Healthcare Plans; and Andrea Davis,
Coordinated Care.

(Other) Jane Beyer, Office of the Insurance Commissioner.

Persons Signed In To Testify But Not Testifying: None.
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