
Letter from OIC to Premera on Bona Fide Association Rates 
 
Introduction: 
Thank you for your filing submission. Our review has been suspended because 
we require additional information or clarification, detailed in the objections below. 
Please submit your response by the “Respond By” date. If you do not respond by 
the “Respond By” date, we will close your filing. 
 
To help you respond to our objections, the following paragraphs outline some 
federal and state rating requirements related to group health plans. 
 
Rating Requirements for Large Employers: 
Effective January 1, 2014, the state small group community rating requirements 
under RCW 48.44.023, RCW 48.46.066, and RCW 48.21.045 will apply to 
grandfathered small group health plans only. For all non-grandfathered individual 
and small group health plans effective January 1, 2014, the federal community 
rating requirements under 45 CFR §147.102 govern the rating. 
 
Prior to 2014 under RCW 48.44.024, RCW 48.46.068, and RCW 48.21.047, 
employers purchasing health plans through associations were treated as large 
employers regardless of their number of employees, and the plans were not 
subject to the state small group community rating requirements. However, the 
state laws did not define the “association” to be one large employer. The 
determination of whether the group health plan exists at the association level or 
at the participating individual employer level under the Affordable Care Act 
depends on whether the association itself constitutes “an employer” under 
ERISA. If the association does not qualify as an employer under ERISA, the 
association is irrelevant for purposes of health plan filings. If the association does 
meet the ACA and ERISA employer test, the association itself is considered one 
large employer for health plan filing purposes and the HIPAA nondiscrimination 
provisions are enforced on the association level. 
 
For all large groups, including associations who qualify under the ERISA 3(5) 
definition of an employer, the federal Health Insurance Portability and 
Accountability Act (HIPAA) prohibits discrimination against participants and 
beneficiaries based on a health status related factors. Specifically, a group health 
plan, and health insurance issuer offering group health coverage in connection 
with a group health plan, may not establish rules for eligibility (including 
continued eligibility) of any individual related to the health-related factors. Federal 
law prohibits use of the following factors: health status, medical condition 
(including both physical and mental illnesses), claims experience, receipt of 
health care, medical history, genetic information, evidence of insurability, and 
disability. 29 CFR Chapter XXV, Section 2590.702. 
 



As a result, under HIPAA an issuer or association must not use health-status 
related data or information from a specific participant, a subgroup of participants, 
or a participating purchasing group within the association to establish rates for 
the participant or the group purchaser. This includes specific health status, 
claims experience, participation requirements, etc. As an example, for any two 
similarly situated individuals (the same age and gender) within the association 
employer, the association health plan as the group health plan or the carrier as 
the issuer cannot charge higher rates for one individual simply because the one 
individual has more medical claim history or existing medical conditions than the 
other individual. 
 
Issuers are permitted to use non-health status-related rating factors permitted by 
federal or state law for a particular large group health plan. Permitted factors 
include demographics, age, area, and gender. 
 
With that being said, please respond to the following objections: 
 
Objection 1 
…In the rate schedule, there are 75 risk levels for each plan design. For 
example, for the benefit plan PBC Plan A, an employee can be charged a 
monthly rate ranging from $398.01 $1,722.89. Please respond to the following 
questions: 

(a) Explain in detail how you define the risk level including the factors used 
to assign a risk level. 
(b) Provide detailed calculations of the rates for each risk level. Your 
response must be detailed enough to allow us to the replicate the rate for 
any new or existing employee. 
(c) Provide the names of the purchasing groups effective January 1, 2014, 
and the risk level for each purchasing group. 
(d) For each purchasing group, explain in detail how you develop the rate 
schedule. 

Objection 2 
…Please explain whether you or the association requires any new or existing 
members of the association to provide any information regarding their health or 
claims history. If yes, please provide the following information: 

a) A copy of the questions or request for information regarding health or 
claims history; 
b) An explanation as to how the information provided regarding health or 
claims history is used to determine rates; 
c) How the rate setting using the information on health or claims history 
complies with the requirements under HIPAA, 29 CFR Chapter XXV, 
Section 2590.702. 

 
Please note that if a questionnaire or similar document is used as part of the 



application for the health coverage, it must be included in the form filing. 
 
Conclusion: 
Please also note that if carriers fail to comply with state or federal laws or 
regulations, the OIC has the authority to disapprove rates or forms under RCW 
48.18.110, RCW 48.44.020, and RCW 48.46.060. 
 
 
PREMERA GROUP CONTRACT for Washington State Auto Dealers 
Insurance Trust 
 
CONTRACT FORM NUMBER: WSADIT2014EA 
 
Compliance Responsibilities 
As part of the general obligations stated in "Compliance With Law" in this 
Contract, the Group must comply with the specific requirements mandated by law 
described below. For all obligations below that are based on workforce size and 
other requirements of individual Association Employers, the Group is responsible 
to know the requirements, how the applicable law requires size to be measured, 
and to ensure that Association Employer status is determined in compliance with 
the applicable requirements. All references to specific laws are deemed to 
include all current amendments and regulatory requirements for such laws. 

• The Group must notify us whether the Group is a "bona fide association" 
as defined by the Federal Health Insurance Portability and Accountability 
Act of 1996 (HIPAA). Such notice must be given as part of the initial 
coverage negotiations between us and the Group. The Group must notify 
us of any changes to its "bona fide” status no less than 60 days before 
such changes take effect. 

• The Group must notify us whether each Association Employer is subject to 
regulation under the Federal Employee Retirement Income Security Act of 
1974 (ERISA) and the continued coverage requirements under the 
Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA). For 
existing Association Employers that are effective on the Group's original 
effective date, such notice must be given prior to that effective date. For 
Association Employers who begin participation in this plan after the 
Group's original effective date, such notice must be given prior to the 
Association Employer's effective date.  

• The Group must notify us no later than January 1 of each year of any 
changes in Association Employers' COBRA status for that year.  

• The Group must notify us at time of initial enrollment if any enrolled 
Association Employers are "large group health plans" as defined by 
federal Medicare secondary payer requirements. The Group also agrees 
to notify us no later than January 1 of each year whether at least one 
Association Employer that qualifies as a "large group health plan" for that 



upcoming year is enrolled in the plan.  
• The Group must apply to Medicare for small Association Employers to be 

exempt from the federal Medicare secondary payer requirements that 
protect the "working aged" as defined by Medicare. The Group is 
responsible for notifying exempt members of the exemption as required by 
Medicare.  

 
 
 
PREMERA GROUP CONTRACT for Association of Washington Business 
CONTRACT FORM NUMBER: AWB2013PBCEA 
 

“The Group and Participating Employer are responsible for their respective 

obligations and responsibilities listed below. It is understood that the Group does 

not certify or warrant that the information that it receives from Participating 

Employers is accurate and correct or that all Participating Employers are at all 

times in compliance with this Contract and with state and federal law and 

regulation as required in "Compliance Responsibilities" below. The Group and 

Participating Employer have the right to delegate any of the obligations and 

duties as stated in "Delegation" later in this subsection. It is also understood that 

most if not all of the administrative and operational functions of the Group and 

Participating Employer are performed by delegates. 

Compliance Responsibilities 

Each Participating Employer enrolled in the Group is a separate plan sponsor 

and plan administrator under the Employee Retirement Income Security Act 

(ERISA). Therefore, as part of the general obligations stated in "Compliance With 

Law" in this Contract, the Participating Employer is responsible for complying 

with the specific requirements mandated by law described below. The Group will 

provide information and guidance when appropriate (see Employer administration 

Guide) and make reasonable efforts to monitor compliance by Participating 

Employers. 

The Group and the Participating Employers agree to defend, indemnify, and hold 

us harmless from all consequences that result from noncompliance by the 



Participating Employer or its delegates with the COBRA, HIPAA, and Medicare 

Secondary Payer requirements listed below, except with respect to claims arising 

out of decisions made by the Group as long as we concurred in the decision. All 

references in this provision to specific laws are deemed to include all current 

amendments and regulatory requirements for such laws. 

Bona Fide Association 
The Group must notify us whether the Group is a "bona fide association" as 

defined by the Federal Health Insurance Portability and Accountability Act of 

1996 (HIPAA). Such notice must be given as part of the initial coverage 

negotiations between us and the Group. The Group must notify us of any 

changes to its "bona fide" status no less than 60 days before such changes take 

effect.   

________________________________________________________________ 

Disposition Date: 01/15/2015 

Status: Disapproved 

Comment: Your rate and form filings for Northwest Marine Trade Association 
are disapproved and closed under the authority of RCW 48.44.020(3). 
 
The rating methodology and rates filed on behalf of Northwest Marine Trade 
Association and the Northwest Marine Trade Association Health Trust are 
inconsistent with the fact that you filed one single large employer group. 
 
In the rate schedule, there are 4 Rate Categories for each plan design. For 
example, for the Enhanced E10 Plan, an employee age between 35 to 49 can be 
charged a monthly rate ranging from $498.42 to $688.50. In our rate objections, 
we asked you to explain in detail how you define a Rate Category and the factors 
used to assign an employee to a Rate Category. We also asked you to provide 
detailed calculations of the rates assigned to each Rate Category. Your response 
to the first objection letter indicated that you have separately rated various 
“member groups” within Northwest Marine Trade Association. You also stated at 
the Association renewal, each “custom rated group” is assigned a unique rate 
increase that is added to their current rates. This means that your rates filed are 
for various “employers” - contrary to your form filing for one employer only. 
 
We also asked you to identify the bona fide employment-based classifications 
upon which the 4 Rate Categories are based (per 26 CFR § 54.9802-1(d).) 
(Examples for bona fide employment-based classifications include current versus 



former employees, and employees located in different geographic areas.) You 
stated that “each subgroup” may be treated separately as each subgroup is an 
independent ongoing business. You further stated that each subgroup is 
managed separately from other subgroups and “employment” criteria, 
“employment” needs, benefit mix, may be unique to each subgroup. Your 
response reiterated that you have separately rated various “member groups.” 
Your response also failed to identify how each Risk Level is related to bona fide 
employment-based classifications. 
 
This tells us that your rates, filed for various employers, are unreasonable in 
relation to the amount charged for the contract for one single employer, 
Northwest Marine Trade Association. Therefore, your rate and form filings are 
disapproved and closed under the authority of RCW 48.44.020(3). 
 
As a result of this disapproval, it is necessary for all current enrollees to be 
transitioned to a compliant plan as soon as possible. Please contact the Deputy 
Insurance Commissioner for Rates and Forms to discuss your plan to transition 
current enrollees to a compliant plan, including the proposed notice and 
replacement rate schedule. 
 
 
Disposition Date: 01/15/2015 

Status: Disapproved 

HHS Status: HHS Denied 

Comment: Your rate and form filings for Master Builders Association of King 
and Snohomish Counties are disapproved and closed under the authority of 
RCW 48.44.020(3). 
 
The rating methodology and rates filed on behalf of Master Builders Association 
of King and Snohomish Counties and the Master Builders Association of King 
and Snohomish Counties Employee Benefit Group Insurance Trust are 
inconsistent with the fact that you filed one single large employer group. 
 
In the rate schedule, there are 4 Rate Categories for each plan design. For 
example, for the Enhanced E10 Plan, an employee age between 35 to 49 can be 
charged a monthly rate ranging from $498.42 to $688.50. In our rate objections, 
we asked you to explain in detail how you define a Rate Category and the factors 
used to assign an employee to a Rate Category. We also asked you to provide 
detailed calculations of the rates assigned to each Rate Category. Your response 
to the first objection letter indicated that you have separately rated various 
“member groups” within Master Builders Association of King and Snohomish 
Counties. You also stated at the Association renewal, each “custom rated group” 
is assigned a unique rate increase that is added to their current rates. This 



means that your rates filed are for various “employers” - contrary to your form 
filing for one employer only. 
 
We also asked you to identify the bona fide employment-based classifications 
upon which the 4 Rate Categories are based (per 26 CFR § 54.9802-1(d).) 
(Examples for bona fide employment-based classifications include current versus 
former employees, and employees located in different geographic areas.) You 
stated that “each subgroup” may be treated separately as each subgroup is an 
independent ongoing business. You further stated that each subgroup is 
managed separately from other subgroups and “employment” criteria, 
“employment” needs, benefit mix, may be unique to each subgroup. Your 
response reiterated that you have separately rated various “member groups.” 
Your response also failed to identify how each Risk Level is related to bona fide 
employment-based classifications. 
 
This tells us that your rates, filed for various employers, are unreasonable in 
relation to the amount charged for the contract for one single employer, Master 
Builders Association of King and Snohomish Counties. Therefore, your rate and 
form filings are disapproved and closed under the authority of RCW 48.44.020(3). 
 
As a result of this disapproval, it is necessary for all current enrollees to be 
transitioned to a compliant plan as soon as possible. Please contact the Deputy 
Insurance Commissioner for Rates and Forms to discuss your plan to transition 
current enrollees to a compliant plan, including the proposed notice and 
replacement rate schedule. 
 
Disposition Date: 01/15/2015 

Status: Disapproved 

HHS Status: HHS Denied 

State Review: 

Comment: Your rate and form filings for Washington Farm Bureau are 
disapproved and closed under the authority of RCW 48.44.020(3). 
 
The rating methodology and rates filed on behalf of Washington Farm Bureau 
and the Washington Farm Bureau Health Care Trust are inconsistent with the 
fact that you filed one single large employer group. 
 
In the rate schedule, there are 75 Rate Bands for each plan design. For example, 
for the Copay 80 250 Plan, an employee can be charged a monthly rate ranging 
from $264.59 to $1,736.34. In our rate objections, we asked you to explain in 
detail how you define a Rate Band and the factors used to assign an employee to 
a Rate Category. We also asked you to provide detailed calculations of the rates 



assigned to each Rate Category. Your response to the first objection letter 
indicated that you have separately rated various “member groups” within 
Washington Farm Bureau. You also indicated that a risk factor, a factor assigned 
at an underwriter’s discretion, is built in your rate model. This means that your 
rates filed are for various “employers” - contrary to your form filing for one 
employer only. 
 
We also asked you to identify the bona fide employment-based classifications 
upon which the 75 Rate Bands are based (per 26 CFR § 54.9802-1(d).) 
(Examples for bona fide employment-based classifications include current versus 
former employees, and employees located in different geographic areas.) You 
stated that “each subgroup” may be treated separately as each subgroup is an 
independent ongoing business. You further stated that each subgroup is 
managed separately from other subgroups and “employment” criteria, 
“employment” needs, benefit mix, may be unique to each subgroup. Your 
response reiterated that you have separately rated various “member groups.” 
Your response also failed to identify how each Risk Level is related to bona fide 
employment-based classifications. 
 
This tells us that your rates, filed for various employers, are unreasonable in 
relation to the amount charged for the contract for one single employer, 
Washington Farm 
Bureau. Therefore, your rate and form filings are disapproved and closed under 
the authority of RCW 48.44.020(3). 
 
As a result of this disapproval, it is necessary for all current enrollees to be 
transitioned to a compliant plan as soon as possible. Please contact the Deputy 
Insurance Commissioner for Rates and Forms to discuss your plan to transition 
current enrollees to a compliant plan, including the proposed notice and 
replacement rate schedule. 
Disposition Date: 01/15/2015 

Implementation Date: 

Status: Disapproved 

HHS Status: HHS Denied 

Comment: Your rate and form filings for Building Industry Association of 
Washington Health and Welfare Benefits Trust are disapproved and closed 
under the authority of RCW 48.44.020(3). 
 
The rating methodology and rates filed on behalf of Building Industry Association 
of Washington and the Building Industry Association of Washington Employee 
Benefit Group Insurance Trust formerly known as the Building Industry 
Association of Washington Health and Welfare Benefits Trust are inconsistent 



with the fact that you filed one single large employer group. 
 
In the rate schedule, there are 5 Rate Categories for each plan design. For 
example, for the E30 Plan, an employee age between 35 to 49 can be charged a 
monthly rate ranging from $404.64 to $679.55. In our rate objections, we asked 
you to explain in detail how you define a Rate Category and the factors used to 
assign an employee to a Rate Category.  
 
We also asked you to provide detailed calculations of the rates assigned to each 
Rate Category. Your response to the first objection letter indicated that you have 
separately rated various “member groups” within Building Industry Association of 
Washington. You also stated at the Association renewal, each “custom rated 
group” is assigned a unique rate increase that is added to their current rates. This 
means that your rates filed are for various “employers” – contrary to your form 
filing for one employer only. 
 
We also asked you to identify the bona fide employment-based classifications 
upon which the 5 Rate Categories are based (per 26 CFR § 54.9802-1(d).) 
(Examples for bona fide employment-based classifications include current versus 
former employees, and employees located in different geographic areas.) You 
stated that “each subgroup” may be treated separately as each subgroup is an 
independent ongoing business. You further stated that each subgroup is 
managed separately from other subgroups and “employment” criteria, 
“employment” needs, benefit mix, may be unique to each subgroup. Your 
response reiterated that you have separately rated various “member groups.” 
Your response also failed to identify how each Risk Level is related to bona fide 
employment-based classifications. 
 
This tells us that your rates, filed for various employers, are unreasonable in 
relation to the amount charged for the contract for one single employer, Building 
Industry Association of Washington. Therefore, your rate and form filings are 
disapproved and closed under the authority of RCW 48.44.020(3). 
 
As a result of this disapproval, it is necessary for all current enrollees to be 
transitioned to a compliant plan as soon as possible. Please contact the Deputy 
Insurance Commissioner for Rates and Forms to discuss your plan to transition 
current enrollees to a compliant plan, including the proposed notice and 
replacement rate schedule. 
 
Disposition Date: 01/15/2015 

Implementation Date: 

Status: Disapproved 

HHS Status: HHS Denied 



State Review: Reviewed by Actuary 

Comment: Your rate and form filings for Washington Biotechnology and 
Biomedical Association are disapproved and closed under the authority of 
RCW 48.44.020(3). 
 
The rating methodology and rates filed on behalf of Washington Biotechnology 
and Biomedical Association and Washington Biotechnology and Biomedical 
Association Health Trust are inconsistent with the fact that you filed one single 
large employer group. 
 
In the rate schedule, there are 75 Risk Levels for each plan design. For example, 
for the PBC Plan A, an employee can be charged a monthly rate ranging from 
$398.01 to $1,722.89. In our rate objections, we asked you to explain in detail 
how you define a Risk Level and the factors used to assign an employee to a 
Risk Level. 
 
We also asked you to provide detailed calculations of the rates assigned to each 
Risk Level. Your response to the first objection letter indicated that you have 
separately rated various “purchasing employers” within Washington 
Biotechnology and Biomedical Association. You also stated that each 
“participating employer” within the association is assigned rates inclusive of the 
list of rate adjustments summarized in the “Association Tables,” the Tables used 
to rate participating employers within the association. This means that your rates 
filed are for various “employers” - contrary to your form filing for one employer 
only. 
 
We also asked you to identify the bona fide employment-based classifications 
upon which the 75 Risk Levels are based (per 26 CFR § 54.9802-1(d).) 
(Examples for bona fide employment-based classifications include current versus 
former employees, and employees located in different geographic areas.) Your 
response failed to identify how each Risk Level is related to bona fide 
employment-based classifications. 
 
This tells us that your rates, filed for various employers, are unreasonable in 
relation to the amount charged for the contract for one single employer, 
Washington Biotechnology and Biomedical Association. Therefore, your rate and 
form filings are disapproved and closed under the authority of RCW 48.44.020(3). 
 
As a result of this disapproval, it is necessary for all current enrollees to be 
transitioned to a compliant plan as soon as possible. Please contact the Deputy 
Insurance Commissioner for Rates and Forms to discuss your plan to transition 
current enrollees to a compliant plan, including the proposed notice and 
replacement rate schedule. 


