5011-S
Sponsor(s): Senate Commttee on Financial Institutions, |Insurance
& Housing (originally sponsored by Senators Prentice and W nsl ey)

Brief Title: Changing the financial and reporting requirenents of
health care service contractors and heal t h mai nt enance
or gani zat i ons.

SB 5011-S - DI GEST

(DI GEST AS PASSED LEQ SLATURE)

Requires limted health care service contractors to maintain
a mnimumnet worth of $300, 000.

Requires health care service contractors to nmaintain a net
worth equal to $3 million or 2 percent of annual prem unms on the
first $150 mllion of premiumand 1 percent on the prem umrevenue
in excess of that anount, whichever is greater.

Requires health nmaintenance organizations to maintain a
m ni mum net worth equal to the greater of $3 million or 2 percent
of annual premuns on the first $150 million of premum and 1
percent on the premiumin excess of that anount.

Provides that, if the mninmumnet worth of a domestic health
mai nt enance organization falls below the mninmum net worth
requi red, the comm ssioner shall at once ascertain the anount of
the deficiency and serve notice wupon the donestic health
mai nt enance organi zation to cure the deficiency within ninety days
after that service of notice.

Declares that, if the deficiency is not cured, and proof
thereof filed with the comm ssioner within the ninety-day period,
the donestic health maintenance organization shall be declared
i nsol vent and shal | be proceeded agai nst as authorized by this code
or the comm ssioner shall, consistent wth chapters 48. 04 and 34. 05
RCW suspend or revoke the registration of the donmestic health
mai nt enance organi zati on.

Provides that, if the deficiency is not cured the donestic
heal th mai nt enance organi zation shall not issue or deliver any
heal t h mai nt enance agreenent after the expiration of the ninety-day
peri od.

VETO MESSAGE ON SB 5011-S
May 7, 1997
To the Honorabl e President and Menbers,
The Senate of the State of Washi ngton
Ladi es and Gentl enen:
| am returning herewith, wthout ny approval, Substitute
Senate Bill No. 5011 entitled:
"AN ACT Relating to the financial and reporting requirenents
of health care service contractors and health maintenance
or gani zati ons; "
| fully support the proposal in Substitute Senate Bill No.
5011, which raises mninmum net worth requirenents for health
mai nt enance organi zations, health care service contractors and



limted health care service contractors operating in \Washington
St at e. The intent of this bill, which was requested by the
| nsurance Conmi ssioner with the support of the industry, is to
prot ect Washi ngton State policyhol ders by ensuring the sol vency of
certain health carriers.

However, this bill is identical to Engrossed Substitute House
Bill 1064, which | signed into |aw on April 25, 1997.
For this reason, | have vetoed Substitute Senate Bill No. 5011

inits entirety.

Respectful ly submtted,
Gary Locke
Gover nor



