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ENGROSSED SECOND SUBSTI TUTE SENATE BI LL 5540

State of WAshi ngton 63rd Legislature 2014 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Parlette,
Schlicher, Becker, Bailey, Dammei er, Keiser, Rolfes, and Frockt)

READ FI RST TI ME 03/ 01/ 13.

AN ACT Rel ating to expandi ng opportunities to purchase health care
coverage from out-of-state carriers; amending RCW 48.05.070 and
48.21.047; adding a new chapter to Title 48 RCW and creating a new
section.

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

NEW_ SECTION. Sec. 1. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se:

(1) "Qualifying reciprocal insurer” nmeans a foreign insurer that:

(a) Meets the definition of "issuer" pursuant to P.L. 111-148 of
2010, as anended;

(b) I's authorized in a state that is a nenber of the consortium
aut horized in section 4 of this act;

(c) Proposes to sell in Washington only a qualifying reciproca
pl an;

(d) Has and nmaintains total adjusted capital that is greater than
three tines its authorized control |evel risk-based capital; and

(e) To the extent required by the reciprocity agreenent between the
primary state of issue and the conmm ssioner, conplies with state | aws
applicable to issuers in the state of Washi ngton.

p. 1 E2SSB 5540



© 00 N O Ol WDN P

e
= O

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

(2) "Qualifying reciprocal plan" means a plan that:

(a) Contains an essential health benefits package that is
substantially equal to the essential health benefit benchmark plan
desi gnated pursuant to RCW 48.43.715 and provides m ninum essentia
coverage as required by P.L. 111-148 of 2010, as anended;

(b) Has been approved by a state regulator for a state with which
the comm ssioner has a reciprocity agreenent;

(c) I's not a health savings account or qualified high deductible
heal t h pl an; and

(d) Conplies with the market rul es established in RCW48. 43. 700 and
48. 43. 705.

NEW SECTION. Sec. 2. (1) Each qualifying reciprocal plan issued
or renewed nust contain the follow ng declaration in bold face type at
t he begi nning of the docunent:

"The benefits in this policy may not include each of the benefits
required by the state of Washington. (Name of state) initially
approved this policy for sale, and the benefit requirenents of that
state are reflected in the policy. The rates applied to calculate
prem um were not approved by the state of Washi ngton, but by (Nanme of
state). Those requirenents nay be different fromthe requirenents for
policies approved by Washington. Please consult your insurance agent
or insurer to determne which health benefits are covered under the
policy."

(2) Each qualifying reciprocal insurer offering a qualifying
reci procal plan nust provide applicants with a witten side by side
conpari son of health benefits under the plan, including differences in
definition of each benefit between Washington |law and the [ aw of the
approving state, whether the benefit is required under Washi ngton | aw,
and the difference in the premumrate due to the difference in state
laws. \Where a producer is offering the plan to an applicant, the
producer must provide the witten conpari son.

(3) A qualifying reciprocal insurer offering qualifying reciprocal
plans nust offer the plan through producers |icensed under chapter
48.17 RCW El ectronic marketing and sales of out-of-state policies are
permtted under this section.
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NEW SECTION. Sec. 3. (1) A qualifying reciprocal plan nust use a
prem umrate schedul e approved by its state of issue for the plan, and
apply the standards for calculating the premumrequired by the United
States departnent of health and human services for out-of-state
cover age.

(2) The premiumrate schedule for a qualifying reciprocal plan my
not be adjusted nore frequently than once a year.

(3) A qualifying reciprocal plan may only be offered in the small
group market i n Washi ngton.

(4) A qualifying reciprocal planis not required to include health
benefit mandates required under this title that are not included in the
qual i fyi ng reciprocal plan.

(5 A qualifying reciprocal plan nmust be filed wth the
conmm ssi oner for approval prior to use pursuant to RCW48.18.100. The
conmm ssi oner shall approve the plan for use in Washington state if the
pl an neets the requirenents of this chapter and shall disapprove it if
it does not. \Wen determ ning whether the qualifying reciprocal plan
contains an essential health benefits package that is substantially
equal to the essential health benefit benchmark plan designated
pursuant to RCW 48.43.715, the comm ssioner shall wutilize the sane
st andards and procedures applicable to carriers licensed in Washi ngt on.
The comm ssioner may not rely upon the determnation of a nenber
consortiumstate as to whether the qualifying reciprocal plan contains
an essential health benefits package substantially equal to the
essential health benefit benchmark plan designated pursuant to RCW
48. 43. 715.

(6) Except as provided in this section, RCW 48.18.110 nay not be
grounds for disapproval of a qualifying reciprocal plan.

(7) To the extent consistent with federal law, and except as
provided in this chapter, the requirenents of chapter 48.43 RCW do not
apply to a qualifying reciprocal plan.

NEW SECTION. Sec. 4. (1) Beginning July 1, 2015, the comm ssi oner
is authorized to contract with other states to establish and operate a
consortium formed through witten agreenment governing the sale to small
groups of a qualifying reciprocal plan, by qualifying reciprocal
insurers admtted in one of the states in the consortium A
reci procity agreenent nust be executed between the conm ssioner and the
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appropriate entity in a participating state prior to the offer and
issue of a qualifying reciprocal plan under this chapter. The
consortiumis not intended to operate as a conpact.

(2) The conm ssioner may not enter into a reciprocity agreenent
until the comm ssioner has identified a mninmumof five states whose
regul atory requirenents for the offer and i ssue of health benefit plans
nmeets or exceeds those of Washington in the areas of network adequacy,
consuner protection, marketing requirenents, and clains adjudication
and processing. The consortium may comence wth a reciprocity
agreenent with just one of the states.

(3) Astate may not join the consortiumif it has admtted two or
nore issuers domciled in Washington that offer health benefit plans,
unl ess five or nore other states have joined the consortium

(4) The commssioner my enter into separate reciprocity
agreenments, or one uniformagreenent. Each reciprocity agreenent nust
establish rules for the managenent of consuner questions and conplaints
related to health benefit plans approved by one nenber state but sold
in another. The comm ssioner may adopt rules to inplenment consortium
rules as necessary to conply with the consortiumagreenent.

(5) Consortiumnenber states nust agree to provide the conm ssi oner
with a list of approved qualifying reciprocal plans that neet the
standards under this chapter, and their premumrate schedul es as they
are approved. If a qualifying reciprocity plan is disapproved or
otherwi se renoved from the market pursuant to regulatory action or
order, the primary state of issue nust notify the comm ssioner of this
action.

(6) The reciprocity agreenent mnust establish a nechanism for
paynment of premum tax pursuant to chapter 48.14 RCW paynent of
regul atory surcharge pursuant to RCW 48.02. 190, and collection of any
reinsurance or risk adjustnment assessnments that would otherw se be
applicable but for the domcile of the selling insurer.

(7) Qualifying reciprocal insurers mnmust inform each consortium
state in witing of the intent to offer a qualifying reciprocal policy
in a state not |less than sixty days prior to the first date of offer.
Reci procity consortium nenber states my establish additional
requirenents for notification and offer applicable to that state.

(8) The comm ssioner may enter into one or nore personal services
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contracts with third-party contractors to provide services necessary to
acconplish the comm ssioner's responsibilities under this act.

NEW SECTION. Sec. 5. A qualifying reciprocal plan may be
certified as a qualified health plan through the exchange only if it,
and its qualifying reciprocal insurer, neet the requirenments of the
exchange for certification as a qualified health plan, and if the plan
follows the market rul es established in RCW 48. 43. 700.

NEW SECTION. Sec. 6. (1) By January 1, 2015, the comm ssioner
must report to the | egislature which states have been identified under
section 4(2) of this act, and include a plan for seeking a reciprocity
agreenent with at | east one state.

(2) The conmi ssioner nust report to the | egislature by Decenber 1,
2016, and Decenber 1st of each year following, the status of the
reciprocity consortiums formation, menber shi p, the nunber  of
qualifying reciprocal plans offered in Wshington through the
consortium the effect on the marketplace in Washington, including the
health benefits exchange, and nust recommend whether continuing
reciprocity sales serves the public health and wel fare.

Sec. 7. RCW48.05.070 and 1947 ¢ 79 s .05.07 are each anended to
read as foll ows:

To apply for an original certificate of authority an insurer shall

(1) File with the conm ssioner its request therefor show ng:

(a) Its name, hone office |ocation, type of insurer, organization
date, and state or country of its domcile.

(b) The kinds of insurance it proposes to transact.

(c) Additional information as the conm ssioner may reasonably
require

(2) File with the conm ssi oner:

(a) A copy of its charter as anmended, certified, if a foreign or
alien insurer, by the proper public officer of the state or country of
dom ci |l e.

(b) Acopy of its bylaws, certified by its proper officer.

(c) Astatenent of its financial condition, nmanagenent, and affairs
on a formsatisfactory to or furnished by the conm ssioner.
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(d) If a foreign or alien insurer, or a donmestic reciprocal
i nsurer, an appointnment of the conm ssioner as its attorney to receive
service of |egal process.

(e) If an alien insurer, a copy of the appointnent and authority of
its United States manager, certified by its proper officer.

(f) If a foreign or alien insurer, a certificate from the proper
public official of its state or country of domcile showng that it is
duly organized and is authorized to transact the kinds of insurance
proposed to be transacted.

(g) If a donestic reciprocal insurer, the declaration required by
RCW 48. 10. 090 of this code.

(h) Oher docunments or stipulations as the conmm ssioner may
reasonably require to evidence conpliance with the provisions of this
code.

(3) A qualifying reciprocal insurer, as defined in section 1 of
this act, is not required to_conply with subsection (2)(a), (b), (c),
(e), or (g) of this section.

(4) Deposit with the comm ssioner the fees required by this code to
be paid for filing the acconpanyi ng docunents, and for the certificate
of authority, if granted.

Sec. 8. RCWA48.21.047 and 2010 ¢ 292 s 8 are each anended to read
as follows:

(1) An insurer may not offer any health benefit plan to any small
enpl oyer wi thout conplying with RCWA48. 21. 045(3).

(2) Enpl oyers purchasing health plans provi ded t hrough associ ati ons
or through nenber-governed groups fornmed specifically for the purpose
of purchasing health care are not small enployers and the plans are not
subj ect to RCW48. 21. 045(3) .

(3) Aqualifying reciprocal plan as defined in section 1 of this
act, is not subject to ROWA48. 21. 045.

(4) For purposes of this section, "health benefit plan,” "health
plan,” and "smal | enployer” nean the sane as defined i n RCW48. 43. 005.

((4))) (5) For purposes of this section, "census date" has the
sane neani ng as defined in RCW48. 44. 010.

NEW SECTION. Sec. 9. Sections 1 through 6 of this act constitute
a new chapter in Title 48 RCW
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NEW SECTION. Sec. 10. |If specific funding for the purposes of

section 6 of this act, referencing section 6 of this act by bill or

chapt er

t he ommi bus appropri ations act,

nunber and secti on nunber,

i's not provided by June 30, 2014, in

section 6 of this act is null and voi d.

END - - -
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