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NEW SECTION. Sec. 4. The director of the department of labor and indus-
tries and the commissioner of employment security shall each notify employers of
the requirements of this act through their regular quarterly notices to employers.

NEW SECTION. Sec. 5. This 1975 amendatory act is necessary for the imme-
diate preservation of the public peace, health, and safety, the support of the state

government and its existing public institutions, and shall take effect September 1,
1975.

Passed the House June 6, 1975.

Passed the Senate June 5, 1975.

Approved by the Governor July 2, 1975.

Filed in Office of Secretary of State July 2, 1975.

CHAPTER 290

[Substitute House Bill No. 40]
THE WASHINGTON HEALTH
MAINTENANCE ORGANIZATION ACT OF 1975

AN ACT Relating to licensing of health maintenance organizations; creating a new chapter in Title 48
RCW; adding a new section to chapter 41.04 RCW; and prescribing penalties.

Be it enacted by the Legislature of the State of Washington:

NEW SECTION. Section 1. There is added to Title 48 RCW a new chapter to
read as set forth in sections 2 through 19, 21 through 25 of this 1975 amendatory
act.

NEW SECTION. Sec. 2. In affirmation of the declared principle that health
care is a right of every citizen of the state, the legislature expresses its concern that
the present high costs of health care in Washington may be preventing or
inhibiting a large segment of the people from obtaining access to quality health
care services.

The legislature declares that the establishment of qualified prepaid group and
individual practice health care delivery systems should be encouraged in order to
provide all citizens of the state with the freedom of choice between competitive,
alternative health care delivery systems necessary to realize their right to health. It
is the purpose and policy of this chapter to provide for the development and reg-
istration of prepaid group and individual practice health care plans as health
maintenance organizations, which the legislature declares to be in the interest of
the health, safety and welfare of the people.

NEW SECTION. Sec. 3. As used in this chapter, the terms defined in this
section shall have the meanings indicated unless the context indicates otherwise.

(1) "Health maintenance organization" means any organization receiving a
certificate of authority by the commissioner under this chapter which provides
comprehensive health care services to enrolled participants of such organization
on a group practice per capita prepayment basis or on a prepaid individual prac-
tice plan, either directly or through contractual or other arrangements with other
institutions, entities, or persons, and which qualifies as a health maintenance or-
ganization pursuant to sections 4 and 5 of this 1975 amendatory act.
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(2) "Comprehensive health care services" means basic consultative, diagnostic,
and therapeutic services rendered by licensed health professionals together with
emergency and preventive care, inpatient hospital, outpatient and physician care,
at a minimum, and any additional health care services offered by the health
maintenance organization.

(3) "Enrolled participant" means a person who or group of persons which has
entered into a contractual arrangement or on whose behalf a contractual arrange-
ment has been entered into with a health maintenance organization to receive
health care services.

(4) "Health professionals” means practitioners who are licensed under the
provisions of chapters 18.22, 18.25, 18.29, 18.32, 18.34, 18.53, 18.57, 18.57A, 18.64,
18.71, 18.71A, 18.74, 18.78, 18.83, or 18.88 RCW.

(5) "Health care service contractor" means any corporation, cooperative
group, partnership, or association which is registered as a health care contractor
pursuant to the provisions of chapter 48.44 RCW.

(6) "Health maintenance agreement" means an agreement for services between
a health maintenance organization which is registered pursuant to the provisions
of this chapter and enrolled participants of such organization which provides en-
rolled participants with comprehensive health services rendered to enrolled par-
ticipants by health professionals, groups, facilities, and other personnel associated
with the health maintenance organization.

(7) "Consumer" means any member, subscriber, enrollee, beneficiary, or other
person entitled to health care services under terms of a health maintenance agree-
ment, but not including health professionals, employees of health maintenance
organizations, partners, or shareholders of stock corporations licensed as health
maintenance organizations.

(8) "Meaningful role in policy making" means a procedure approved by the
commissioner which provides consumers or elected representatives of consumers a
means of submitting the views and recommendations of such consumers to the
governing board of such organization coupled with reasonable assurance that the
board will give regard to such views and recommendations.

(9) "Meaningful grievance procedure' means a procedure for investigation of
consumer grievances in a timely manner aimed at mutual agreement for settle-
ment according to procedures approved by the commissioner, and which may in-
clude arbitration procedures.

(10) "Provider" means any health professional, hospital, or other institution,
organization, or person that furnishes any health care services and is licensed or
otherwise authorized to furnish such services.

(11) "Department" means the state department of social and health services.

(12) "Commissioner" means the insurance commissioner.

(13) "Group practice" means a partnership, association, corporation, or other
group of health professionals:

(a) The members of which may be individual health professionals, clinics, or
both individuals and clinics who engage in the coordinated practice of their pro-
fession; and
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(b) The members of which are compensated by a prearranged salary, or by
capitation payment or drawing account that is based on the number of enrolled
participants.

(14) "Individual practice health care plan" means an association of health
professionals in private practice who associate for the purpose of providing pre-

paid comprehensive health care services on a fee-for—service or capitation basis.

NEW SECTION. Sec. 4. Any corporation, cooperative group, partnership, in-
dividual, association, or groups of health professionals licensed by the state of
Washington, public hospital district, or public institutions of higher education
shall be entitled to a certificate of registration as a health maintenance organiza-
tion if it:

(1) Provides comprehensive health care services to enrolled participants on a
group practice per capita prepayment basis or on a prepaid individual practice
plan and provides such health services either directly or through arrangements
with institutions, entities, and persons which its enrolled population might rea-
sonably require as determined by the health maintenance organization in order to
be maintained in good health; and

(2) Otherwise meets the requirements of chapter 48.44 RCW: PROVIDED,
That this requirement shall not apply to public institutions of higher education;
and

(3) Is governed by a board elected by enrolled participants, or otherwise pro-
vides its enrolled participants with a meaningful role in policy making procedures
of such organization, as defined in sections 3(8), and 8 of this 1975 amendatory
act; and

(4) Affords enrolled participants with a meaningful grievance procedure aimed
at settlement of disputes between such persons and such health maintenance or-
ganization, as defined in sections 3(9) and 11 of this 1975 amendatory act; and

(5) Provides enrolled participants, or makes available for inspection at least
annually, financial statements pertaining to health maintenance agreements, dis-
closing income and expenses, assets and liabilities, and the bases for proposed rate
adjustments for health maintenance agreements relating to its activity as a health
maintenance organization; and

(6) Demonstrates to the satisfaction of the commissioner that its facilities and
personnel are reasonably adequate to provide comprehensive health care services
to enrolled participants and that it is financially capable of providing such mem-
bers with, or has made adequate contractual arrangements through insurance or
otherwise to provide such members with, such health services; and

(7) Substantially complies with administrative rules and regulations of the
commissioner for purposes of this chapter; and

(8) Submits an application for a certificate of registration which shall be veri-
fied by an officer or authorized representative of the applicant, being in form as
the commissioner prescribes, and setting forth:

(a) A copy of the basic organizational document, if any, of the applicant, such
as the articles of incorporation, articles of association, partnership agreement,
trust agreement, or other applicable documents, and all amendments thereto;
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(b) A copy of the bylaws, rules and regulations, or similar documents, if any,
which regulate the conduct of the internal affairs of the applicant, and all amend-
ments thereto;

(c) A list of the names, addresses, members of the board of directors, board of
trustees, executive committee, or other governing board or committee and the
principal officers, partners, or members;

(d) A full and complete disclosure of any financial interests held by any offi-
cer, or director in any provider associated with the applicant or any provider of
the applicant.

(e) A description of the health maintenance organization, its facilities and its
personnel, and the applicant's most recent financial statement pertaining to pre-
paid health maintenance agreements, showing such organization's assets, liabili-
ties, income, and other sources of financial support;

(f) A description of the geographic areas and the population groups to be
served and the size and composition of the anticipated enrollee population;

(8) A copy of each type of health maintenance contract to be issued to en-
rolled participants;

(h) A schedule of all proposed rates of reimbursement to contracting health
care facilities or providers, if any, and a schedule of the proposed charges for en-
rollee coverage for health care services, accompanied by data relevant to the for-
mulation of such schedules;

(i) A description of the proposed method and schedule for soliciting enroll-
ment in the applicant health maintenance organization and the basis of compen-
sation for such solicitation services;

(j) A copy of the solicitation document to be distributed to all prospective en-
rolled participants in connection with any solicitation;

(k) A financial projection which sets forth the anticipated results during the
initial two years of operation of such organization, if such organization has not
operated previously as a health care contractor under chapter 48.44 RCW, ac-
companied by a summary of the assumptions and relevant data upon which the
projection is based. The projection should include the projected expenses, enroll-
ment trends, income, enrollee utilization patterns, and sources of working capital;

(1) A detailed description of the enrollee complaint system as provided by sec-
tion 11 of this 1975 amendatory act;

(m) A detailed description of the procedures and programs to be implemented
to assure that the health care services delivered to enrolled participants will be of
professional quality; and

(n) Such other information as the commissioner shall require by rule or regu-
lation which is reasonably necessary to carry out the provisions of this section.

A health maintenance organization shall, unless otherwise provided for in this
chapter, file a notice describing any modification of any of the information re-
quired by subsection (8) of this section. Such notice shall be filed with the
commissioner.

NEW SECTION. Sec. 5. After January 1, 1976, the commissioner shall issue a
certificate of registration to the applicant within sixty days of such filing unless he
notifies the applicant within such time that such application is not complete and
the reasons therefor; or that he is not satisfied that:
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(1) The basic organizational document of the applicant when combined with
the powers enumerated in section 6 of this 1975 amendatory act permits the ap-
plicant to conduct business as a health maintenance organization;

(2) The organization has demonstrated the intent and ability to assure that
comprehensive health care services will be provided in a manner to assure both
their availability and accessibility;

(3) The organization is financially responsible and may be reasonably expected
to meet its obligations to its enrolled participants. In making this determination,
the commissioner shall consider among other relevant factors:

(a) Any agreements with an insurer, a medical or hospital service bureau, a
government agency or any other organization paying or insuring payment for
health care services;

(b) Any agreements with providers for the provision of health care services;
and

(¢) Any arrangements for liability and malpractice insurance coverage;

(4) The procedures for offering health care services and offering or terminating
contracts with enrolled participants are reasonable and equitable in comparison
with prevailing health insurance subscription practices and health maintenance
organization enrollment procedures; and, that

(5) Procedures have been established to:

(a) Monitor the quality of care provided by such organization, including, as a
minimum, procedures for internal peer review;

(b) Resolve complaints and grievances initiated by enrolled participants in ac-
cordance with sections 2(8) and 11 of this 1975 amendatory act;

(c) Offer enrolled participants an opportunity to participate in matters of poli-
cy and operation in accordance with sections 3(8) and 8 of this 1975 amendatory
act.

No person to whom a certificate of registration has not been issued, except a
health maintenance organization certified by the secretary of the department of
health, education and welfare, pursuant to Public Law 93-222 or its successor,
shall use the words "health maintenance organization" or the initials "HMO" in
its name, contracts, or literature: PROVIDED HOWEVER, That persons who are
contracting with, operating in association with, recruiting enrolled participants
for, or otherwise authorized by a health maintenance organization possessing a
certificate of registration to act on its behalf may use the terms "health mainte-
nance organization" or "HMO" for the limited purpose of denoting or explaining
their relationship to such health maintenance organization.

The department of social and health services, at the request of the insurance
commissioner, shall inspect and review the facilities of every applicant health
maintenance organization to determine that such facilities are reasonably ade-
quate to provide the health care services offered in their contracts. If the commis-
sioner has information to indicate that such facilities fail to continue to be
adequate to provide the health care services offered, the department of social and
health services, upon request of the insurance commissioner, shall reinspect and
review the facilities and report to the insurance commissioner as to their adequacy
or inadequacy.
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NEW SECTION. Sec. 6. The powers of a holder of a certificate of registration
issued pursuant to section 5 of this 1975 amendatory act shall include, in addition
to any other powers conferred by the law, those conferred on health care con-
tractors pursuant to chapter 48.44 RCW. Nothing in this chapter shall be deemed
to preclude a health maintenance organization from training or employing any
health personnel.

NEW SECTION. Sec. 7. (I) All forms of health maintenance agreements is-
sued by the organization to enrolled participants or other marketing documents
purporting to describe the organization's comprehensive health care services shall
comply with such minimum standards as the commissioner deems reasonable and
necessary in order to carry out the purposes and provisions of this chapter, and
which fully inform enrolled participants of the health care services to which they
are entitled, including any limitations or exclusions thereof, and such other rights,
responsibilities and duties required of the contracting health maintenance
organization.

(2) No health maintenance organization authorized under this chapter shall
cancel or fail to renew the enrollment on any basis of an enrolled participant or
refuse to transfer an enrolled participant from a group to an individual basis for
reasons relating solely to age, sex, race, or health status: PROVIDED HOWEV-
ER, That nothing contained herein shall prevent cancellation of a contract with
enrolled participants (a) who violate any published policies of the organization
which have been approved by the commissioner, or (b) who are entitled to be-
come eligible for medicare benefits and fail to enroll for a medicare supplement
plan offered by the health maintenance organization and approved by the com-
missioner, or (c) for failure of such enrolled participant to pay the approved
charge, including cost—sharing, required under such contract, or (d) for a material
breach of the health maintenance agreement.

(3) No contract form or amendment to an approved contract form shall be
used unless it is filed with the commissioner.

NEW SECTION. Sec. 8. (1) The members of the governing body of a health
maintenance organization shall be nominated by the voting members or by the
enrolled participants and providers, and shall be elected by the enrolled partici-
pants or voting members pursuant to the provisions of their bylaws, which shall
not be restricted to providers. At least one-third of such body shall consist of
consumers who are substantially representative of the enrolled population of such
organization: PROVIDED, HOWEVER, That any panel medicine plan, qualified
pursuant to chapter 41.05 RCW, and licensed as a health care contractor as of
January 1, 1975, may have a governing body which shall be advised by an advi-
sory board consisting of at least two-thirds consumers who are elected by the
voting members or the enrolled participants and are substantially representative of
the enrolled population.

(2) For health maintenance organizations formed by public institutions of
higher education or public hospital districts, the governing body shall be advised
by an advisory board consisting of at least two—thirds consumers who are elected
by the voting members or the enrolled participants and are substantially repre-
sentative of the enrolled population.
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NEW SECTION. Sec. 9. (1) Every health maintenance organization shall an-
nually file with the commissioner a report, under oath, in accordance with the
provisions of this chapter.

(2) Such annual report shall be in such form as the commissioner shall pre-
scribe and shall include:

(a) A financial statement of such organization, including its balance sheet and
receipts and disbursements for the preceding year, which reflects at a minimum,

(i) all prepayments and other payments received for health care services rend-
ered pursuant to health maintenance agreements;

(ii) expenditures to all categories of health care facilities, providers, insurance
companies, or hospital or medical service plan corporations with which such or-
ganization has contracted to fulfill obligations to enrolled participants arising out
of its health maintenance contracts, together with all other direct expenses in-
cluding depreciation, enrollment, and commission; and

(iii) expenditures for capital improvements, or additions thereto, including but
not limited to construction, renovation, or purchase of facilities and capital
equipment;

(b) The number of participants enrolled and terminated during the report pe-
riod. Every employer offering health care benefits to their employees through a
group contract with a health maintenance organization shall furnish said health
maintenance organization with a list of their employees enrolled under such plan;

(c) A report of the names and addresses of all officers, directors, or trustees of
the health maintenance organization during the preceding year, and the amount
of wages, expense reimbursements, or other payments to such individuals for
services to such organization. For partnership and professional service corpora-
tions, a report shall be made for partners or shareholders as to any compensation
or expense reimbursement received by them for services, other than for services
and expenses relating directly for patient care;

(d) Such other information relating to the performance of the health mainte-
nance organization or the health care facilities or providers with which it has
contracted as reasonably necessary to the proper and effective administration of
this chapter, in accordance with rules and regulations; and

(e) Disclosure of any financial interests held by officers and directors in any
providers associated with the health maintenance organization or any provider of
the health maintenance organization.

NEW SECTION. Sec. 10. A health maintenance organization, and the health
care facilities and providers with which such organization has entered into con-
tracts to provide health care services to its enrolled participants, shall provide
such services in a manner consistent with the dignity of each enrolled participant
as a human being.

NEW SECTION. Sec. 11. A health maintenance organization shall establish
and maintain a grievance procedure, approved by the commissioner, to provide
reasonable and effective resolution of complaints initiated by enrolled participants
concerning any matter relating to the interpretation of any provision of such en-
rolled participants' health maintenance contracts, including, but not limited to,
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claims regarding the scope of coverage for health care services; denials, cancella-
tions, or nonrenewals of enrolled participants’ coverage; and the quality of the
health care services rendered, and which may include procedures for arbitration.

NEW SECTION. Sec. 12. (1) No health maintenance organization may refer

to itself in its name or advertising with any of the words: "insurance", "casualty",
"surety", "mutual”, or any other words descriptive of the insurance, casualty, or
surety business, or deceptively similar to the name or description of any insurance
or surety corporation doing business in this state.

(2) No health maintenance organization, nor any health care facility or pro-
vider with which such organization has contracted to provide health care services,
shall discriminate against any person from whom or on whose behalf, payment to
meet the required charge is available, with regard to enrollment, disenrollment, or
the provision of health care services, on the basis of such person's race, color, sex,
religion, place of residence if there is reasonable access to the facility of the health
maintenance organization, socioeconomic status, or status as a recipient of medi-
care under Title XVIII of the Social Security Act, 42 U.S.C. section 1396, et seq.

(3) Where a health maintenance organization determines that an enrolled par-
ticipant has received health care services to which such enrolled participant is not
entitled under the terms of his health maintenance contract, neither such organi-
zation, nor any health care facility or provider with which such organization has
contracted to provide health care services, shall have recourse against such en-
rolled participant for any amount above the actual cost of providing such service,
if any, specified in such contract, unless the enrolled participant or a member of
his family has given or withheld information to the health maintenance organiza-
tion, the effect of which is to mislead or misinform the health maintenance or-
ganization as to the enrolled participant's right to receive such services.

NEW SECTION. Sec. 13. (1) The commissioner may make an examination of
the operations of any health maintenance organization as often as he deems nec-
essary in order to carry out the purposes of this chapter.

(2) Every health maintenance organization shall submit its books and records
relating its operation for such examinations and in every way facilitate them. For
the purpose of examinations, the commissioner may issue subpoenas, administer
oaths, and examine the officers and agents of the health maintenance organization
and the principals of such providers concerning their business. '

NEW SECTION. Sec. 14. (1) The commissioner may, consistent with the pro-
visions of the administrative procedure act, chapter 34.04 RCW, initiate proceed-
ings to determine whether a health maintenance organization has:

(a) Operated in a manner that materially violates its organizational
documents;

(b) Materially breached its obligation to furnish the health care services speci-
fied in its contracts with enrolled participants;

(c) Violated any provision of this chapter, or any rules and regulations pro-
mulgated thereunder;

(d) Made any false statement with respect to any report or statement required
by this chapter or by the commissioner under this chapter;
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(e) Advertised or marketed, or attempted to market, its services in such a
manner as to misrepresent its services or capacity for services, or engaged in de-
ceptive, misleading, or unfair practices with respect to advertising or marketing;

(f) Prevented the commissioner from the performance of any duty imposed by
this chapter; or

(g) Fraudulently procured or attempted to procure any benefit under this
chapter.

(2) After providing written notice and an opportunity for a hearing to be
scheduled no sooner than ten days following such notice, the commissioner shall
make administrative findings and may, as appropriate:

(a) Impose a penalty of not more than ten thousand dollars for each and every
unlawful act committed which materially affects the health services offered or
furnished;

(b) Issue an administrative order requiring the health maintenance organiza-
tion to:

(i) Cease or modify inappropriate conduct or practices by it or any of the per-
sonnel employed or associated with it;

(i) Fulfill its contractual obligations;

(iii) Provide a service which has been improperly denied;

(iv) Take steps to provide or arrange for any service which it has agreed to
make available; or

(v) Abide by the terms of an arbitration proceeding, if any;

(c) Suspend or revoke the certificate of authority of the health maintenance
organization:

(i) If its certificate of authority is suspended, the organization shall not, during
the period of such suspension, enroll any additional participants except newborn
children or other newly acquired dependents of existing enrolled participants, and
shall not engage in any advertising or solicitation whatsoever;

(i) If its certificate of authority is revoked, the organization shall proceed un-
der the supervision of the commissioner immediately following the effective date
of the order of revocation to wind up its affairs, and shall conduct no further
business except as may be essential to the orderly conclusion of such affairs:
PROVIDED, That the commissioner may, by written order, permit such further
operation of the organization as it may find to be in the best interest of enrolied
participants, to the end that such enrolled participants will be afforded the great-
est practical opportunity to obtain continuing health care coverage: PROVIDED,
FURTHER, That if the organization is qualified to operate as a health care serv-
ice contractor under chapter 48.44 RCW, it may continue to operate as such when
it obtains the appropriate license.

(3) The commissioner may apply to any court for such legal or equitable relief
as it deems necessary to effectively carry out the purposes of this chapter, includ-
ing, but not limited to, an action in any court of competent jurisdiction to enjoin
any such acts or practices and to enforce compliance with this chapter or any rule
or order hereunder. Upon a proper showing a permanent or temporary injunction,
restraining order, or writ of mandamus shall be granted and a receiver or conser-
vator may be appointed for the defendant or the defendant's assets. The commis-
sioner may not be required to post a bond.
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NEW SECTION. Sec. 15. Every organization subject to this chapter shall pay
to the commissioner the following fees:

(1) For filing a copy of its application for a certificate of registration or
amendment thereto, one hundred dollars;

(2) For filing each annual report pursuant to section 9 of this 1975 amendatory
act, ten dollars.

NEW SECTION. Sec. 16. (1) The department is hereby authorized to enter
into contracts with health maintenance organizations to furnish, directly or
through contractual arrangements with providers or other persons, medicaid serv-
ices to eligible recipients of medical assistance under Title XIX of the Social Se-
curity Act, 42 U.S.C. section 1396, et seq.

(2) The department shall enter into negotiations with any health maintenance
organization for the provision of the medical needs of such recipients on a group
basis located within the appropriate defined service area of such health mainte-
nance organization in order to realize the possibility of obtaining cost savings of
public funds in the purchase of health care services for such recipients, based on
differentials between the cost of such services when offered by health maintenance
organizations and other providers: PROVIDED, That nothing herein shall require
the department to enter into any contract: AND PROVIDED FURTHER, That
no such recipient shall be obligated to receive any such medical care from any
health maintenance organization under contract with the department.

NEW SECTION. Sec. 17. The commissioner shall report annually to the leg-
islature regarding the effect of this chapter on the development and operation of
health maintenance organizations, the effect of such development and operation
on both enrolled participants and nonenrollees including participation in medi-
care, the extent to which the purposes and provisions of this chapter have been
carried out, and the modifications in this chapter, if any, necessary to further the
interests of the public.

NEW SECTION. Sec. 18. (1) Solicitation of enrolled participants by a health
maintenance organization granted a certificate of registration, or its agents or
representatives, shall not be construed to violate any provision of law relating to
solicitation or advertising by health professionals.

(2) Any health maintenance organization authorized under this chapter shall
not be deemed to be violating any law prohibiting the practice by unlicensed per-
sons of podiatry, chiropractic, dental hygiene, opticianary, dentistry, optometry,
osteopathy, pharmacy, medicine and surgery, physical therapy, nursing, or psy-
chology: PROVIDED, That this subsection shall not be construed to expand a
health professional's scope of practice or to allow employees of a health mainte-
nance organization to practice as a health professional unless licensed.

(3) Nothing contained in this chapter shall alter any statutory obligation, or
rule or regulation promulgated thereunder, in chapter 70.38 or 70.39 RCW.

(4) Any health maintenance organization receiving a certificate of registration
pursuant to this chapter shall be exempt from the provisions of chapter 48.05
RCW, and shall not be required to register as a health care contractor under
chapter 48.44 RCW but shall be subject to all other provisions of chapters 48.44
and 70.39 RCW.
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NEW SECTION. Sec. 19. (1) The state government, or any political subdivi-
sion thereof, which offers its employees a health benefits plan shall make available
to and inform its employees or members of the option to enroll in at least one
health maintenance organization holding a valid certificate of authority which
provides health care services in the geographic areas in which such employees or
members reside.

(2) Each employer, public or private, having more than fifty employees in this
state which offers its employees a health benefits plan, and each employee benefits
fund in this state having more than fifty members which offers its members any
form of health benefits shall make available to and inform its employees or mem-
bers of the option to enroll in at least one health maintenance organization hold-
ing a valid certificate of authority which provides health care services in the
geographic areas in which a substantial number of such employees or members
reside: PROVIDED, That unless at least 25 employees agree to participate in a
health maintenance organization the employer need not provide such an option:
PROVIDED FURTHER, That where such employees are members of a bona fide
bargaining unit covered by a labor-management collective bargaining agreement,
the selection of the options required by this section may be specified in such
agreement: AND PROVIDED FURTHER, That the provisions of this section
shall not be mandatory where such members are covered by a Taft-Hartley health
care trust, except that the labor-management trustees may contract with a health
maintenance organization if a feasibility study determines it is to the advantage of
the members to so contract.

(3) Subsections (1) and (2) of this section shall impose no responsibilities or
duties upon state government or any political subdivision thereof or any other
employer, either public or private, to provide health maintenance organization
coverage when no health maintenance organization exists for the purpose of pro-
viding health care services in the geographic areas in which the employees or
members reside.

(4) No employer in this state shall in any way be required to pay more for
health benefits as a result of the application of this section than would otherwise
be required by any prevailing collective bargaining agreement or other legally en-
forceable contract of obligation for the provision of health benefits between such
employer and its employees.

NEW SECTION. Sec. 20. There is added to chapter 41.04 RCW a new section
to read as follows:

Any employee or retired employee of the state or its departments, agencies, or
subdivisions and any employee or retired employee of a county, public or munic-
ipal corporation, school district, or tax supported institution may authorize the
deduction from his salary or wages of the amount of his capitation payments to
any health maintenance organization receiving a certificate of authority under this
chapter. Upon the filing of an authorization with the auditor or fiscal officer of the
employer, such auditor or fiscal officer shall make payments in favor of the health
maintenance organizations referred to in the authorization for the amounts of the
deductions authorized, RCW 41.04.230(7) notwithstanding.

NEW SECTION. Sec. 21. The commissioner may, in accordance with the
provisions of the administrative procedure act, chapter 34.04 RCW, promulgate
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rules and regulations as necessary or proper to carry out the provisions of this
chapter. Nothing in this chapter shall be construed to prohibit the commissioner
from requiring changes in procedures previously approved by him.

NEW SECTION. Sec. 22. Nothing in this chapter shall prohibit any health
maintenance organization from meeting the requirements of any federal law
which would authorize such health maintenance organization to receive federal fi-
nancial assistance or enroll beneficiaries assisted by federal funds.

NEW SECTION. Sec. 23. Any party aggrieved by a decision, order, or regu-
lation made under this chapter by the commissioner shall have the right to have

such reviewed pursuant to the provisions of the administrative procedure act,
chapter 34.04 RCW.

NEW SECTION. Sec. 24. It is intended that the provisions of this chapter
shall be liberally construed to accomplish the purposes provided for and author-
ized herein.

NEW SECTION. Sec. 25. The legislature shall make a study of the appropri-
ate financial security requirements, investment restrictions, bonding requirements,
and the possibilities of providing arbitration proceedings as an acceptable griev-
ance procedure for health maintenance organizations, and shall also study the es-
tablishment of a system for classifying contracts for health care coverage by
health maintenance organizations and all other health care contractors and insur-
ers according to the benefits they offer and appropriate procedures for quality
review.

In all such studies under this section, the legislature may be advised by a
committee which shall be generally representative of health maintenance organi-
zations, consumers, professional organizations representing health professionals,
and a representative of the commissioner. The results of such studies shall be re-
ported to the governor and to the legislature prior to the first session of the legis-
lature after January 1, 1977.

NEW SECTION. Sec. 26. If any provision of this 1975 amendatory act, or its
application to any person or circumstance is held invalid, the remainder of the
act, or the application of the provision to other persons or circumstances is not
affected.

NEW SECTION. Sec. 27. This 1975 amendatory act may be known and cited
as "The Washington Health Maintenance Organization Act of 1975".

Passed the House June 9, 1975.

Passed the Senate June 9, 1975.

Approved by the Governor July 2, 1975.
Filed in Office of Secretary of State July 2, 1975.

CHAPTER 291

[Engrossed Substitute Senate Bill No. 2736]
REVENUE AND TAXATION

AN ACT Relating to revenue and taxation; amending section 1, chapter 191, Laws of 1939 as last
amended by section 4, chapter 4, Laws of 1973 2nd ex. sess. and RCW 70.12.010; amending sec-
tion 1, chapter 162, Laws of 1943 as last amended by section 79, chapter 195, Laws of 1973 Ist ex.
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