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1 _ :
Abill to be entitled

2 An act relating to health insurance; anending
4 s. 222.21, F.S.; exenpting noneys paid into a
c Rot h individual retirement account from

5 creditors' clainms; anending s. 222.22, F.S.

. exenpting noneys paid into a Medical Savings

8 Account from attachnent, garni shnent, or |ega
9 process; anending s. 627.410, F.S.; exenpting
10 certain policies fromrating requirenents;

11 anending s. 627.6425, F.S.; specifying

12 exceptions to guaranteed renewability of

13 i ndi vidual health insurance policies; anending
14 S. 627.6487, F.S.; redefining the term

15 "eligible individual" for purposes of

16 guar ant eed-i ssuance of an individual health

17 i nsurance policy; anmending s. 627.6498, F.S.
18 requiring the Departnent of |nsurance to

19 annual ly establish standard risk rates for
20 pur poses of determining prenumrates of
91 coverage issued by the Florida Conprehensive
95 Heal th Association; anending s. 627.6571, F.S.
93 speci fyi ng exceptions to guaranteed
o4 renewability of group health insurance
o5 policies; anmending s. 627.6575, F.S.; providing
26 that coverage nmay not be denied if specified
7 notice is given; anending s. 627.6415, F.S.
08 provi di ng that coverage may not be denied if
29 specified notice is given; anending s.
30 627.6578, F.S.; providing that coverage may not
a1 be denied if specified notice is given;

anending s. 627.6675, F.S.; requiring the
1
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5 Departnent of |nsurance to annually establish

3 standard risk rates for purposes of deternining
4 maxi num prem uns for conversion policies;

c revising standards for renewal of converted

5 i nsurance policies; requiring the insurer to

. mail certain information to a person eligible

8 for a converted policy, upon request; creating
9 S. 627.6685, F.S.; requiring health insurers

10 and heal th mai nt enance organi zations to incl ude
11 in their plans that offer nmental health

12 coverage certain nmental health benefits that

13 are not less favorable than those for nedica

14 or surgical benefits covered by the plan

15 defining terns; providing exenptions; limting
16 applicability of this section; anending s.

17 627.6699, F.S.; redefining the term"health

18 benefit plan" as used in the Enployee Health

19 Care Access Act; anending s. 627.674, F.S.
20 revising the mni num standards for Medicare
91 Suppl enent policies; anending s. 627.6741,
95 F.S.; revising requirenents for insurers to
93 i ssue, cancel, nonrenew, and replace Medicare
o4 suppl enent policies; restricting
o5 preexi sting-condition exclusions; authorizing
26 the Departnent of Insurance to adopt rules
7 gover ni ng guarant eed i ssue of Medicare
08 suppl enent coverage for continuously covered
29 i ndi viduals; anmending s. 627.9403, F.S.
30 speci fying the provisions of the Long-term Care
a1 I nsurance Act that apply to linmted benefit

policies; anmending s. 627.9404, F.S.; defining
2
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5 the terns "limted benefit policy" and
3 "qualified long-termcare |inmted benefit
4 i nsurance policy"; anending s. 627.9407, F.S.
c revising the requirenents for exclusion of
5 coverage for preexisting conditions for
. | ong-termcare policies; requiring
8 limted-benefit policies to contain a
9 di scl osure statenent regarding their
10 qgqualification for favorable tax treatnent;
11 anmending s. 627.94073, F.S.; revising the
12 notice requirenent for long-termcare policies
13 regarding the right to designate a secondary
14 person to receive notice of |apse of coverage;
15 anending s. 641.225, F.S.; increasing surplus
16 requi renments for health maintenance
17 organi zations; anending s. 641.285, F.S.
18 i ncreasing deposit requirenents for health
19 nMai nt enance organi zati ons; revising exceptions
20 anending s. 641.26, F.S.; requiring health
91 nmai nt enance organi zations to file certain
95 reports with the Departnent of |nsurance;
93 requiring that health mai ntenance organi zations
o4 provide additional information upon the request
o5 of the departnent; anending s. 641.31, F.S.
26 provi di ng that coverage may not be denied if
7 specified notice is given; anending s.
08 641. 31074, F.S.; revising requirenents for
29 guar anteed renewability of a health maintenance
30 organi zation contract; anending s. 641.3111
a1 F.S.; requiring health nai ntenance organi zation
contracts to provide for an extension of
3
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benefits upon termination of the contract;
anending s. 641.316, F.S.; revising the anpunt
of the bond that a fiscal internediary services
organi zation is required to maintain;
speci fying certain additional requirenents and
conditions for the bond and the internediary;
anending s. 641.3922, F.S.; revising the nethod
for establishing the maximum prenmi um for
converted contracts issued by health
nmai nt enance organi zations; revising the
exceptions to guaranteed renewability of
converted health mai ntenance organi zati on
contracts; requiring a health maintenance
organi zation to nmail certain information to a
person eligible for a converted contract;
anmending s. 641.495, F.S.; exenpting from
licensure under part | of ch. 395, F.S.
certain beds of a health maintenance
organi zation; providing an effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Paragraph (a) of subsection (2) of section
222.21, Florida Statutes, is anended to read:

222.21 Exenption of pension noney and retirenent or
profit-sharing benefits fromlegal processes.--

(2)(a) Except as provided in paragraph (b), any nopney
or other assets payable to a participant or beneficiary from
or any interest of any participant or beneficiary in, a
retirenent or profit-sharing plan that is qualified under s.
401(a), s. 403(a), s. 403(b), s. 408, s. 408A or s. 409 of

4
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5 the Internal Revenue Code of 1986, as anmended, is exenpt from
3 all clainms of creditors of the beneficiary or participant.
4 Section 2. Section 222.22, Florida Statutes, is
amended to read:
2 222.22 Exenption of noneys in the Prepaid
. Post secondary Educati on Expense Trust Fund and in a Medica
8 Savi ngs Account from | egal process.--
9 (1) Moneys paid into or out of the Prepaid
10 Post secondary Educati on Expense Trust Fund by or on behal f of
11 a purchaser or qualified beneficiary pursuant to an advance
12 payment contract nmade under s. 240.551, which contract has not
13 been terninated, are not liable to attachnent, garni shnent, or
14 | egal process in the state in favor of any creditor of the
15 purchaser or beneficiary of such advance paynent contract.
16 (2) Mboneys paid into or out of a Medical Savings
17 Account by or on behalf of a person depositing noney into such
18 account or a qualified beneficiary are not liable to
19 attachnment, garnishnment, or legal process in the state in
20 favor of any creditor of such person or beneficiary of such
91 Medi cal Savi ngs Account.
95 Section 3. Subsection (6) of section 627.410, Florida
93 Statutes, is anended to read:
o4 627.410 Filing, approval of forns.--
o5 (6)(a) An insurer shall not deliver or issue for
26 delivery or renewin this state any health insurance policy
7 formuntil it has filed with the departnent a copy of every
08 applicable rating nmanual, rating schedule, change in rating
29 manual , and change in rating schedule; if rating manual s and
30 rati ng schedul es are not applicable, the insurer nmust file
a1 with the departnent applicable premumrates and any change in
appl i cabl e prem umrates.
5
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(b) The departnent may establish by rule, for each
type of health insurance form procedures to be used in
ascertaining the reasonabl eness of benefits in relation to
premiumrates and may, by rule, exenpt from any requirenment of
paragraph (a) any health insurance policy formor type thereof
(as specified in such rule) to which formor type such
requi rements nmay not be practically applied or to which form
or type the application of such requirenents is not desirable
or necessary for the protection of the public. Wth respect to
any health insurance policy formor type thereof which is
exenpted by rule fromany requirenent of paragraph (a),
premumrates filed pursuant to ss. 627.640 and 627.662 shal
be for informational purposes.

(c) Every filing nmade pursuant to this subsection
shall be made within the sane tine period provided in, and
shal | be deened to be approved under the sane conditions as
t hose provided in, subsection (2).

(d) Every filing made pursuant to this subsection,
except disability incone policies and accidental death

policies,shall be prohibited fromapplying the foll ow ng
rati ng practices:

1. Select and ultimate prenium schedul es.

2. Premiumclass definitions which classify insured
based on year of issue or duration since issue.

3. Attained age premiumstructures on policy forns
under which nore than 50 percent of the policies are issued to
persons age 65 or over.

(e) Except as provided in subparagraph 1., an insurer
shal |l continue to nake available for purchase any individua
policy formissued on or after Cctober 1, 1993. A policy form
shal |l not be considered to be available for purchase unl ess

6
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1 . . . . .

5 the insurer has actively offered it for sale in the previous
3 12 nont hs.

4 1. An insurer may discontinue the availability of a

c policy formif the insurer provides to the departnent in

5 witing its decision at |least 30 days prior to discontinuing
. the availability of the formof the policy or certificate.

8 After receipt of the notice by the departnment, the insurer

9 shall no longer offer for sale the policy formor certificate
10 formin this state.

11 2. An insurer that discontinues the availability of a
12 policy form pursuant to subparagraph 1. shall not file for

13 approval a new policy formproviding simlar benefits as the
14 di scontinued formfor a period of 5 years after the insurer
15 provides notice to the departnent of the discontinuance. The
16 period of discontinuance may be reduced if the departnent

17 determ nes that a shorter period is appropriate.

18 3. The experience of all policy forns providing

19 simlar benefits shall be conbined for all rating purposes.
20 Section 4. Subsection (3) of section 627.6425, Florida
91 Statutes, is anended to read:
95 627.6425 Renewability of individual coverage.--
93 (3)(a) In any case in which an insurer decides to
o4 di scontinue offering a particular policy formfor health
o5 i nsurance coverage offered in the individual nmarket, coverage
26 under such form may be di scontinued by the insurer only if:
7 1. The insurer provides notice to each covered
08 i ndi vi dual provided coverage under this policy formin the
29 i ndi vi dual market of such discontinuation at |east 90 days
30 prior to the date of the nonrenewal diseentinuation of such
a1 cover age

7
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2. The insurer offers to each individual in the

i ndi vi dual market provided coverage under this policy formthe

option to purchase any other individual health insurance

coverage currently being offered by the insurer for

i ndi viduals in such market in the state; and

3. In exercising the option to discontinue coverage of
this policy formand in offering the option of coverage under
subparagraph 2., the insurer acts uniformly without regard to
any health-status-related factor of enrolled individuals or
i ndi vi dual s who may becone eligible for such coverage.

(b)1. Subject to subparagraph (a)3., in any case in
which an insurer elects to discontinue offering all health
i nsurance coverage in the individual market in this state,
heal t h i nsurance coverage may be di scontinued by the insurer
only if:

a. The insurer provides notice to the departnent and
to each individual of such discontinuation at |east 180 days
prior to the date of the nonrenewal expt+ratien of such
cover age; and

b. Al health insurance issued or delivered for
i ssuance in the state in the individual market is discontinued
and coverage under such health insurance coverage in such
mar ket is not renewed.

2. In the case of a discontinuation under subparagraph
1. in the individual market, the insurer may not provide for
t he i ssuance of any individual health insurance coverage in
this state during the 5-year period beginning on the date of
t he discontinuation of the last health i nsurance coverage not
so renewed.

Section 5. Subsection (3) of section 627.6487, Florida
Statutes, is anended to read:

8
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627.6487 (@uaranteed availability of individual health

i nsurance coverage to eligible individuals.--

(3) For the purposes of this section, the term
"eligible individual" neans an i ndividual

(a)1. For whom as of the date on which the individua
seeks coverage under this section, the aggregate of the
periods of creditable coverage, as defined in s. 627.6561(5)
and (6), is 18 or nore nonths; and

2.a. \Wose nost recent prior creditable coverage was
under a group health plan, governnental plan, or church plan
or health insurance coverage offered in connection with any
such plan; or
b. Wose nost recent prior creditable coverage was

under an individual plan issued by a health insurer or health

nmai nt enance organi zati on, which coverage is term nated due to

the insurer or health nmmi nt enance organi zati on beconi ng

i nsolvent or discontinuing the offering of all individua

coverage in the state, or due to the insured no |longer |iving

in the service area of the insurer or health mai ntenance

organi zati on that provides coverage through a network pl an

(b) Who is not eligible for coverage under

1. A group health plan, as defined in s. 2791 of the
Public Health Service Act;

2. A conversion policy or contract issued by an

aut hori zed insurer or health nmi ntenance organi zati on under s.
627.6675 or s. 641.3921, respectively, offered to an
i ndi vidual who is no longer eligible for coverage under either

an insured or self-insured enpl oyer plan
3. Part Aor part Bof Title XVIIl of the Soci al
Security Act; or

9
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4, A state plan under Title XIX of such act, or any
successor program and does not have other health insurance
cover age;

(c) Wth respect to whomthe nost recent coverage
within the coverage period described in paragraphtt)-(a) was
not terminated based on a factor described in s.
627.6571(2)(a) or (b), relating to nonpaynent of premn uns or
fraud, unless such nonpaynment of premiuns or fraud was due to
acts of an enployer or person other than the individual

(d) Who, having been offered the option of
conti nuation coverage under a COBRA continuation provision or
under s. 627.6692, elected such coverage; and

(e) Who, if the individual elected such continuation
provi sion, has exhausted such continuation coverage under such
provi sion or program

Section 6. Paragraph (a) of subsection (4) of section
627.6498, Florida Statutes, is anended to read:

627.6498 M ni mum benefits coverage; exclusions;
prem uns; deductibles. --

(4) PREM UMS, DEDUCTI BLES, AND CO NSURANCE. - -

(a) The plan shall provide for annual deductibles for
maj or nedi cal expense coverage in the anount of $1,000 or any
hi gher anounts proposed by the board and approved by the
departnent, plus the benefits payabl e under any other type of
i nsurance coverage or workers' conpensation. The schedul e of
prem uns and deducti bl es shall be established by the
association. Wth regard to any preferred provider arrangenent
utilized by the association, the deductibles provided in this
par agraph shall be the m ni rum deducti bl es applicable to the
preferred providers and hi gher deductibles, as approved by the

10
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5 departnment, may be applied to providers who are not preferred
3 provi ders.
4 1. Separate schedul es of prem umrates based on age
c may apply for individual risks.
5 2. Rates are subject to approval by the departnent.
. 3. Standard risk rates for coverages issued by the
8 associ ation shall be established by the departnent, pursuant
9 to s. 627.6675(3) association,—subject—to—approval—by—the
10| ™ e . e
11 _
12 feor—standard—risks. | |
13 4. The board shall establish separate prem um
14 schedul es for lowrisk individuals, nmediumrisk individuals,
15 and high-risk individuals and shall revise prem um schedul es
16 annual | y pturstant—te—this—section—for—each6-—nonth—poticy
17 pertoed begi nning January 1999 1992. For—the—<calendar—year—199%
18 and—thereafter—No rate shall exceed 200 percent of the
19 standard risk rate for lowrisk individuals, 225 percent of
20 the standard risk rate for nediumrisk individuals, or 250
21 percent of the standard risk rate for high-risk individuals.
99 For the purpose of determ ning what constitutes a | owrisk
93 i ndi vidual, nediumrisk individual, or high-risk individual
o4 the board shall consider the anticipated clains paynent for
o5 i ndi vi dual s based upon an individual's health condition
26 Section 7. Paragraphs (a) and (b) of subsection (3) of
7 section 627.6571, Florida Statutes, are anended to read:
08 627.6571 Guaranteed renewability of coverage.--
29 (3)(a) An insurer may discontinue offering a
30 particular policy formof group health insurance coverage
a1 offered in the snmall-group nmarket or |arge-group nmarket only
if:
11
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1. The insurer provides notice to each policyhol der

provi ded coverage of this formin such market, and to

partici pants and beneficiaries covered under such coverage, of

such di scontinuation at |east 90 days prior to the date of the

nonr enewal diseentinvation of such coverage;

2. The insurer offers to each policyhol der provided
coverage of this formin such market the option to purchase
all, or in the case of the large-group narket, any other
heal t h i nsurance coverage currently being offered by the
insurer in such market; and

3. In exercising the option to discontinue coverage of
this formand in offering the option of coverage under
subparagraph 2., the insurer acts uniformly without regard to
the clai ns experience of those policyholders or any
heal th-status-related factor that relates to any participants
or beneficiaries covered or new participants or beneficiaries
who may becone eligible for such coverage.

(b)1. In any case in which an insurer elects to
di scontinue offering all health insurance coverage in the
smal | -group nmarket or the large-group market, or both, in this
state, health insurance coverage nmay be discontinued by the
insurer only if:

a. The insurer provides notice to the departnent and
to each policyhol der, and participants and beneficiaries
covered under such coverage, of such discontinuation at |east
180 days prior to the date of the nonrenewal diseconrtinuation
of such coverage; and

b. Al health insurance issued or delivered for
i ssuance in this state in such narket markets is discontinued
and coverage under such health insurance coverage in such
mar ket is not renewed.

12
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1 . . ,

5 2. In the case of a discontinuation under subparagraph

3 1. in a narket, the insurer may not provide for the issuance

4 of any health insurance coverage in the market in this state

c during the 5-year period beginning on the date of the

5 di scontinuation of the last insurance coverage not renewed.

. Section 8. Subsection (4) of section 627.6575, Florida
Statutes, is anended to read:

2 627.6575 Coverage for newborn children.--

10 (4) A policy or contract may require the insured to

11 notify the insurer of the birth of a child within a tine

12 period, as specified in the policy, of not |ess than 30 days

13 after the birth. If tinely notice is given, the insurer nmay

14 not charge an additional prem umfor coverage of the newborn

15 child for the duration of the notice period. |If tinely notice

16 is not given, the insurer may charge an additional prem um

17 fromthe date of birth. If notice is given within 60 days of

18 the birth of the child,the insurer may not deny coverage for

19 a child due to the failure of the insured to tinely notify the

20 i nsurer of the birth of the child.

21 Section 9. Subsection (2) of section 627.6415, Florida
Statutes, is anended to read:

22 627.6415 Coverage for natural -born, adopted, and

o4 foster children; children in insured' s custodial care.--

o5 (2) A policy may require the insured to notify the

26 insurer of the birth or placenent of an adopted child within a

7 specified tinme period of not |less than 30 days after the birth

08 or placenent in the residence of a child adopted by the

29 insured. |If tinely notice is given, the insurer may not

30 charge an additional premiumfor coverage of the child for the

a1 notice period. |If tinmely notice is not given, the insurer nay
charge an additional premiumfromthe date of birth or

13
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pl acement. |f notice is given within 60 days of the birth or

pl acement of the child,the insurer nmay not deny coverage for

the child due to the failure of the insured to tinely notify
the insurer of the birth or placenent of the child.

Section 10. Subsection (2) of section 627.6578,

Fl orida Statutes, is anended to read:

627.6578 Coverage for natural -born, adopted, and
foster children; children in insured's custodial care.--

(2) A policy or contract may require the insured to
notify the insurer of the birth or placenent of an adopted
child within a specified tine period of not |ess than 30 days
after the birth or placenent in the residence of a child
adopted by the insured. |If tinely notice is given, the
i nsurer nmay not charge an additional prem umfor coverage of
the child for the duration of the notice period. |If tinely
notice is not given, the insurer nay charge an additiona
premumfromthe date of birth or placenent. |If notice is

given within 60 days of the birth or placenent of the child,

the insurer may not deny coverage for the child due to the
failure of the insured to tinely notify the insurer of the
birth or placenent of the child.

Section 11. Subsection (3), paragraph (b) of
subsection (7), and subsection (17) of section 627. 6675,
Fl orida Statutes, are anended to read

627. 6675 Conversion on term nation of
eligibility.--Subject to all of the provisions of this
section, a group policy delivered or issued for delivery in
this state by an insurer or nonprofit health care services
pl an that provides, on an expense-incurred basis, hospital,
surgi cal, or major nedical expense insurance, or any
conbi nati on of these coverages, shall provide that an enpl oyee

14
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or nmenber whose insurance under the group policy has been
ternm nated for any reason, including discontinuance of the
group policy inits entirety or with respect to an insured

cl ass, and who has been continuously insured under the group
policy, and under any group policy providing simlar benefits
that the ternminated group policy replaced, for at |east 3
nmonths inmedi ately prior to termnation, shall be entitled to
have issued to himor her by the insurer a policy or
certificate of health insurance, referred to in this section
as a "converted policy." An enployee or nenber shall not be
entitled to a converted policy if termnation of his or her

i nsurance under the group policy occurred because he or she
failed to pay any required contribution, or because any

di sconti nued group coverage was replaced by simlar group
coverage within 31 days after discontinuance.

(3) CONVERSI ON PREM UM EFFECT ON PREM UM RATES FOR
GROUP COVERAGE. - -

(a) The premiumfor the converted policy shall be
determ ned in accordance with premumrates applicable to the
age and class of risk of each person to be covered under the
converted policy and to the type and amount of insurance
provi ded. However, the prenmiumfor the converted policy may
not exceed 200 percent of the standard risk rate as
establ i shed by the departnent, pursuant to this subsection

L orid I . et Fation " w
e ] TN I I I I
I . ey . e L I L orid
I . et ot ion

(b) Actual or expected experience under converted

policies may be conbined with such experience under group
policies for the purposes of determining prem um and | oss
15
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5 experience and establishing premumrate | evels for group
cover age.
j (c) The departnent shall annually deternine standard
c risk rates, using reasonable actuarial techniques and
5 st andards adopted by the departnent by rule. The standard ri sk
. rates must be determined as foll ows:
8 1. Standard risk rates for individual coverage nust be
9 determ ned separately for indemity policies, preferred
10 provi der/excl usive provider policies, and health maintenance
11 organi zati on contracts.
12 2. The departnent shall survey insurers and health
13 nai nt enance organi zati ons representing at |east an 80 percent
14 nmar ket share, based on premiuns earned in the state for the
15 nost recent cal endar year, for each of the categories
16 specified in subparagraph 1
17 3. Standard risk rate schedul es nust be determ ned
18 conputed as the average rates charged by the carriers
19 surveyed, giving appropriate weight to each carrier's
20 st at ewi de nmarket share of earned prem uns.
91 4. The rate schedul e shall be deternined from anal ysis
95 of the one county with the |largest nmarket share in the state
93 of all such carriers
o4 5. The rate for other counties nust be deterni ned by
o5 usi ng the wei ghted average of each carrier's county factor
26 relationship to the county determ ned i n subparagraph 4.
7 6. The rate schedule nust be determined for different
08 age brackets and fanily-size brackets.
29 (7) 1 NFORMATI ON REQUESTED BY | NSURER. - -
30 (b) The converted policy may provide that the insurer
31 may refuse to renew the policy or the coverage of any person
only for one or nore of the foll owi ng reasons:
16

CODING:Words st+ieken are deletions; words underlined are additions.




CS for Cs for SB 1800 Second Engr ossed
(ntc)
1 _ . .
5 1. Either the benefits provided under the sources
3 referred to in subparagraphs (a)l. and 2. for the person or
4 the benefits provided or avail able under the sources referred
c to in subparagraph (a)3. for the person, together with the
5 benefits provided by the converted policy, would result in
. overi nsurance according to the insurer's standards on file
8 with the departnent.
9 2. The converted policyholder fails to provide the
10 i nformati on requested pursuant to paragraph (a).
11 3. Fraud or intentional material msrepresentation in
12 appl ying for any benefits under the converted policy.
13 - J y ! J
14 el | . it |  ded] |
15 _
16 convertet—poHey—
17 4.5~ Ot her reasons approved by the departnent.
18 (17) NOTIFICATION.--A notification of the conversion
19 privilege shall be included in each certificate of coverage.
20 The insurer shall mamil an election and premi umnotice form
91 i ncluding an outline of coverage, on a form approved by the
95 departnent, within 14 days after an individual who is eligible
93 for a converted policy gives notice to the insurer that the
o4 i ndividual is considering applying for the converted policy or
o5 ot herwi se requests such information. The outline of coverage
26 nmust contain a description of the principal benefits and
7 coverage provided by the policy and its principal exclusions
08 and linmtations, including, but not limted to, deductibles
and coi nsur ance.
29 Section 12. Section 627.6685, Florida Statutes, is
30 created to read:
31 627.6685 Mental health coverage. --
17
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(1) DEFINITIONS.--As used in this section, the term
(a) "Aggregate lifetinme linit" neans, with respect to

benefits under a group health plan or health insurance

coverage, a dollar linmtation on the total anount that may be

paid with respect to such benefits under the plan or health

i nsurance coverage with respect to an individual or other

coverage unit.

(b) "Annual linmt" neans, with respect to benefits

under a group health plan or health insurance coverage, a

dollar limtation on the total anobunt of benefits that may be

paid with respect to such benefits in a 12-nonth period under

the plan or health insurance coverage with respect to an

i ndi vidual or other coverage unit.

(c) "Medical or surgical benefits" neans benefits with

respect to nedical or surgical services, as defined under the

terns of the plan or coverage, but does not include nenta
health benefits.

(d) "Mental health benefits" nmeans benefits with

respect to nental health services, as defined under the terns

of the plan or coverage, but does not include benefits with

respect to treatnent of substance abuse or chenica

dependency.
(e) "Health insurance coverage" neans coverage

provided by an authorized insurer or by a health mai ntenance

organi zati on.
(2) BENEFITS. - -
(a)l. In the case of a group health plan, or health

i nsurance coverage offered in connection with such a plan

whi ch provides both nedical and surgical benefits and nental

heal th benefits:

18
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a. |If the plan or coverage does not include an

aggregate lifetine linmt on substantially all nedical and

surgi cal benefits, the plan or coverage may not inpose any

aggregate lifetine linmt on nental health benefits.

b. If the plan or coverage includes an aggregate

lifetine linmt on substantially all nedical and surgica

benefits, the plan or coverage nust:
(1) Apply that applicable lifetine linit both to the
nedi cal and surgical benefits to which it otherw se would

apply and to nental health benefits and not distinguish in the

application of such limt between such nedical and surgica

benefits and nental health benefits; or

(I'1) Not include any aggregate lifetine linmt on

nental health benefits which is less than that applicable

lifetime limt.

c. For any plan or coverage that is not described in

sub- subpar agraph a. or sub-subparagraph b. and that includes

no or different aggregate lifetime linits on different

categories of nedical and surgical benefits, the departnment

shal | establish rules under which sub-subparagraph b. is

applied to such plan or coverage with respect to nental health

benefits by substituting for the applicable lifetine limt an

average aggregate lifetine linmt that is conputed taking into

account the wei ghted average of the aggregate lifetine limts

appl i cabl e to such categori es.

2. In the case of a group health plan, or health

i nsurance coverage offered in connection with such a plan

whi ch provides both nedical and surgical benefits and nental

heal th benefits:

a. |If the plan or coverage does not include an annua

limt on substantially all nedical and surgical benefits, the
19
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pl an or coverage nmy not inpose any annual |limt on nental
health benefits.

b. If the plan or coverage includes an annual limt on

substantially all nedical and surgical benefits, the plan or

cover age nust:

(1) Apply that applicable annual linit both to nedica

and surgical benefits to which it otherwise would apply and to

nental health benefits and not distinguish in the application

of such limt between such nedical and surgical benefits and

nmental health benefits; or

(I'1) Not include any annual linmt on nental health

benefits which is less than the applicable annual linit.

c. For any plan or coverage that is not described in

sub- subpar agraph a. or sub-subparagraph b. and that includes

no or different annual linmts on different categories of

nedi cal and surgical benefits, the departnent shall establish

rul es under whi ch sub-subparagraph b. is applied to such plan

or coverage with respect to nental health benefits by

substituting for the applicable annual Iinmt an average annua

limt that is conputed taking into account the weighted

average of the annual |linits applicable to such categories.

(b) This section may not be construed:

1. As requiring a group health plan, or health

i nsurance coverage offered in connection with such a plan, to

provide any nental health benefits; or

2. In the case of a group health plan, or health

i nsurance coverage offered in connection with such a plan

whi ch provides nental health benefits, as affecting the terns

and conditions, including cost-sharing, limts on nunbers of

visits or days of coverage, and requirenents relating to

nedi cal necessity, relating to the anount, duration, or scope
20
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of nmental health benefits under the plan or coverage, except

as specifically provided in paragraph (a) with respect to

parity in the inposition of aggregate lifetine limts and

annual limts for nental health benefits.
(3) EXEMPTI ONS. - -
(a) This section does not apply to any group health

pl an, or group health insurance coverage offered in connection

with a group health plan, for any plan year of a snal

enpl oyer as defined in s. 627. 6699.

(b) This section does not apply with respect to a

group health plan, or health i nsurance coverage offered in

connection with a group health plan, if the application of

this section to such plan or coverage results in an increase

in the cost under the plan or for such coverage of at least 1

per cent.
(4) SEPARATE APPLI CATI ON TO EACH OPTI ON OFFERED. - - For
any group health plan that offers a participant or beneficiary

two or nore benefit-package options under the plan, the

requirements of this section apply separately with respect to

each such option.

(5) DURATION.--This section does not apply to benefits
for services furnished on or after Septenber 30, 2001

(6) CONFLI CTI NG PROVI SI ONS. --The provisions of this
section prevail over any conflicting provision of s. 627. 668.

Section 13. Paragraph (k) of subsection (3) of section
627.6699, Florida Statutes, is anended to read:
627.6699 Enpl oyee Health Care Access Act.--
(3) DEFINITIONS.--As used in this section, the term
(k) "Health benefit plan" neans any hospital or
nedi cal policy or certificate, hospital or nedical service
pl an contract, or health mmintenance organi zati on subscri ber
21
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5 contract. The term does not include accident-only, specified
3 di sease, individual hospital indemity, credit, dental-only,
4 vi sion-only, Medicare supplenent, long-termcare, or
c disability inconme insurance; sinilar supplenental plans
5 provi ded under a separate policy, certificate, or contract of
. i nsurance, which cannot duplicate coverage under an underlying
8 health plan and are specifically designed to fill gaps in the
9 underlying health plan, coinsurance, or deducti bl es; coverage
10 i ssued as a supplenent to liability insurance; workers
11 conpensation or sinilar insurance; or autonobile
12 nedi cal - paynent insurance.
13 Section 14. Paragraphs (a) and (d) of subsection (2)
14 and subsection (3) of section 627.674, Florida Statutes, are
15 amended to read:
16 627.674 M nimum standards; filing requirenents.--
17 (2)(a) The departnent nust adopt rules establishing
18 m ni rum st andards for Medicare suppl enent policies that, taken
19 together with the requirenments of this part, are no |ess
20 conpr ehensi ve or beneficial to persons insured or covered
21 under Medi care suppl enment policies issued, delivered, or
95 i ssued for delivery in this state, including certificates
93 under group or bl anket policies issued, delivered, or issued
o4 for delivery in this state, than the standards provided in 42
o5 U S.C. Section 1395ss, or the npst recent version of the NAIC
26 Model Regul ation To | nplenent the NAIC Medi care Suppl enent
7 | nsurance M ni mum St andards Model Act adopted by the Nationa
08 Associ ation of |nsurance Conmi ssioners of—Juty—34+—1994+—o6+
29 the—Omi-bus—Budget—ReconcitHati-on—Act—o—31990(Pub—t—No+
30 161568}
31 (d For policies issued on or after January 1, 1991
the departnent may adopt rules to establish m nimum policy
22
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standards to authorize the types of policies specified by 42
U S.C. Section 1395ss(p)(2)(Cand any optional benefits to
facilitate policy conpari sons.

(3) A policy may not be filed with the departnent as a
Medi care suppl enent policy unless the policy neets or exceedsy

et . e . . I : it healtd
. I . e . w
conuncton—wi-th—ene—anothert he requirenents of 42 U S. C

Section 1395ss, or the nbst recent version of the NAIC

Medi care Suppl enent | nsurance M ni num St andards Model Act,
adopted by the National Association of |Insurance Conmi ssioners

I | | ey Ly I .

1990 Pub—L—Ne—101-508)-.
Section 15. Section 627.6741, Florida Statutes, is

amended to read:

627.6741 |ssuance, cancell ation, nonrenewal, and
repl acenent. - -

(1) An insurer issuing Medicare supplenent policies in
this state shall offer the opportunity of enrolling in a

Medi care suppl enent policy, without conditioning the i ssuance

or effectiveness of the policy on, and without discrininating

in the price of the policy based on, the nedical or health

status or receipt of health care by the individual

(a) To any individual who is 65 years of age or ol der
and who resides in this state, upon the request of the
i ndi vi dual during the 6-nonth period beginning with the first
nmonth in which the individual has attai ned 65 years of age and
is enrolled in Medicare part B; or

(b) To any individual who is 65 years of age or ol der
and is enrolled in Medicare part B, who resides in this state,
upon the request of the individual during the 2-nonth period

23
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following term nati on of coverage under a group health
i nsurance policy.

A Medi care suppl enent policy issued to an individual under

par agraph (a) or paragraph (b) nay not exclude benefits based

on a pre-existing condition if the individual has a continuous

period of creditable coverage, as defined in s. 627.6561(5),

of at least 6 nonths as of the date of application for

cover age.

(2) For both individual and group Medi care suppl enent
policies:

(a) An insurer shall neither cancel nor nonrenew a
Medi care suppl enent policy or certificate for any reason other
t han nonpaynent of prem umor naterial misrepresentation.

(b) If it is not replacing an existing policy, a
Medi care suppl enent policy shall not limt or preclude
liability under the policy for a period |onger than 6 nonths
because of a health condition existing before the policy is
effective. The policy may not define a preexisting condition
nore restrictively than a condition for which nedical advice
was given or treatnment was recomended by or received froma
physician within 6 nonths before the effective date of
cover age.

(c) If a Medicare supplenent policy or certificate
repl aces anot her Medi care suppl enent policy or certificate or

24
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creditabl e coverage as defined in s. 627.6561(5)a—group
heatth—insurance—potey—or—certifiecate, the replacing insurer

shal |l waive any tine periods applicable to preexisting

conditions, waiting periods, elimnation periods, and
probationary periods in the new Medicare suppl enent policy for
simlar benefits to the extent such tinme was spent under the
original policy, subject to the requirenents of s.
627.6561(6)-(11).

(3) For group Medicare suppl ement policies:

(a) |If a group Medicare supplenent insurance policy is
ternm nated by the group policyhol der and not replaced as
provided in paragraph (c), the insurer shall offer
certificateholders an individual Medicare supplenent policy.
The insurer shall offer the certificateholder at |east the
fol | owi ng choi ces:

1. An individual Medicare supplenent policy that
provides for continuation of the benefits contained in the
group policy.

2.  An individual Medicare supplenent policy that
provides only the benefits required to neet the ni ni num
st andar ds.

(b) If nenbership in a group is termnated, the
i nsurer shall:

1. O fer the certificatehol der conversion
opportunities specified in paragraph (a); or

2. At the option of the group policyholder, offer the
certificatehol der continuation of coverage under the group
policy.

(c) |If a group Medicare supplenent policy is replaced
by anot her group Medi care suppl enent policy purchased by the
sane policyhol der, the succeeding insurer shall offer coverage

25
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to all persons covered under the old group policy on its date
of termination. Coverage under the new group policy may not
result in any exclusion for preexisting conditions that would
have been covered under the group policy being repl aced.

(4) If a policy is canceled, the insurer nust return
pronptly the unearned portion of any premiumpaid. |If the
i nsured cancels the policy, the earned prenmiumshall be
conputed by the use of the short-rate table last filed with
the state official having supervision of insurance in the
state where the insured resided when the policy was issued.
If the insurer cancels, the earned prem um shall be conputed
pro rata. Cancellation shall be without prejudice to any
claimoriginating prior to the effective date of the
cancel | ati on.
(5) The departnent shall by rule prescribe standards

relating to the guaranteed i ssue of coverage, W thout

excl usi ons for preexisting conditions, for continuously

covered individuals consistent with the provisions of 42
U S.C. Section 1395ss(s)(3).

Section 16. Section 627.9403, Florida Statutes, is
amended to read:

627.9403 Scope.--The provisions of this part shal
apply to long-termcare insurance policies delivered or issued
for delivery in this state, and to policies delivered or
i ssued for delivery outside this state to the extent provided
ins. 627.9406, by an insurer, a fraternal benefit society as
defined in s. 632.601, a health care services plan as defined
ins. 641.01, a health mmintenance organi zation as defined in
S. 641.19, a prepaid health clinic as defined in s. 641. 402,
or a nultiple-enployer welfare arrangenent as defined in s.
624.437. A policy which is advertised, narketed, or offered as

26
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a long-termcare policy and as a Medi care suppl enment policy
shal |l neet the requirenents of this part and the requirenents
of ss. 627.671-627.675 and, to the extent of a conflict, be
subject to the requirenent that is nore favorable to the
policyhol der or certificateholder. The provisions of this
part shall not apply to a continuing care contract issued
pursuant to chapter 651 and shall not apply to guaranteed
renewabl e policies issued prior to Cctober 1, 1988. Any
limted benefit policy that limts coverage to care in a
nursing hone or to one or nore |lower |evels of care required
or authorized to be provided by this part or by departnent
rule nmust neet all requirements of this part that apply to

| ong-termcare i nsurance policies, except s. 627.9407(3)(c),

(9), (10)(f), and (12), and s. 627.94073(2) s—627-9407(3)} (e}

ant—9). |If the linted benefit policy does not provide
coverage for care in a nursing hone, but does provide coverage
for one or nore | ower levels of care, the policy shall also be
exenpt fromthe requirenents of s. 627.9407(3)(d).

Section 17. Section 627.9404, Florida Statutes, is
amended to read:

627.9404 Definitions.--For the purposes of this part:

(1) "Long-termcare insurance policy" neans any
i nsurance policy or rider advertised, narketed, offered, or
desi gned to provide coverage on an expense-incurred,
i ndemity, prepaid, or other basis for one or nobre necessary
or nedically necessary diagnostic, preventive, therapeutic,
curing, treating, nitigating, rehabilitative, maintenance, or
personal care services provided in a setting other than an
acute care unit of a hospital. Long-termcare insurance shal
not include any insurance policy which is offered primarily to
provi de basic Medicare suppl enent coverage, basic hospita

27
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5 expense coverage, basic nedical -surgical expense coverage,
3 hospi tal confinenent indemity coverage, mmjor nedical expense
4 coverage, disability incone protection coverage, accident only
c coverage, specified disease or specified accident coverage, or
5 limted benefit health coverage.
. (2) "Applicant" neans:
8 (a) In the case of an individual long-termcare
9 i nsurance policy, the person who seeks to contract for
10 benefits.
11 (b) In the case of a group long-term care insurance
12 policy, the proposed certificatehol der
13 (3) "Certificate" nmeans any certificate issued under a
14 group long-termcare insurance policy, which policy has been
15 delivered or issued for delivery in this state.
16 (4) "Chronically ill" nmeans certified by a |icensed
17 health care practitioner as:
18 (a) Being unable to perform without substanti al
19 assi stance from another individual, at |east two activities of
20 daily living for a period of at |east 90 days due to a | oss of
91 functional capacity; or
95 (b) Requiring substantial supervision for protection
93 fromthreats to health and safety due to severe cognitive
i mpai r nent .
;g (5) "Cognitive inpairnent” neans a deficiency in a
26 person's short-termor long-termnenory, orientation as to
7 person, place, and tine, deductive or abstract reasoning, or
08 judgnent as it relates to safety awareness.
29 (6) "Licensed health care practitioner" neans any
30 physi cian, nurse |licensed under chapter 464, or
a1 psychot herapi st |icensed under chapter 490 or chapter 491, or
28
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any individual who neets any requirenents prescribed by rule
by the departnent.

(7) "Limted benefit policy" nmeans any policy that

limts coverage to care in a nursing hone or to one or nore

| ower levels of care required or authorized to be provided by

this part or by departnent rule.

(8) 7 "Mai ntenance or personal care services" neans
any care the prinmary purpose of which is the provision of
needed assistance with any of the disabilities as a result of
which the individual is a chronically ill individual
including the protection fromthreats to health and safety due
to severe cognitive inpairnent.

(9) 8y "Policy" nmeans any policy, contract, subscriber
agreenent, rider, or endorsenent delivered or issued for
delivery in this state by any of the entities specified in s.
627.9403.

(10) "Qualified linmted benefit insurance policy"

nmeans an acci dent and health i nsurance contract as defined in

s. 7702B of the Internal Revenue Code and all applicable

sections of this part.

(11) 69y "Qualified long-termcare services" means
necessary di aghostic, preventive, curing, treating,
mtigating, and rehabilitative services, and nmai ntenance or
personal care services which are required by a chronically il
i ndi vidual and are provided pursuant to a plan of care
prescribed by a licensed health care practitioner

(12) 16y "Qualified |l ong-termcare insurance policy"
nmeans an acci dent and health insurance contract as defined in
S. 7702B of the Internal Revenue Code and all applicable

sections of this part.

29
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Section 18. Paragraph (a) of subsection (4) of section
627.9407, Florida Statutes, is anended, and subsection (13) is
added to that section, to read:

627.9407 Disclosure, advertising, and perfornmance
standards for long-termcare insurance. --

(4) PREEXI STI NG CONDI TI ON. - -

(a) A long-termcare insurance policy or certificate,
other than a policy or certificate issued to a group referred
toin s. 627.9405(1)(a), may not use a definition of
"preexisting condition" which is nore restrictive than the
followi ng: "Preexisting condition" neans the—existence—of

Y/ 5 VV VWOoul Cl LU Ci O U i Y [J Gl D O
’

seek—diagnosts—care—or—treatnents—or a condition for which
nedi cal advice or treatnent was recommended by or received
froma provider of health care services within 6 nonths
preceding the effective date of coverage of an insured person
(13) ADDI TIONAL DI SCLOSURE. --A linmited benefit policy
qgualified under s. 7702B of the Internal Revenue Code nust

i nclude a disclosure statement within the policy and within

the outline of coverage that the policy is intended to be a

gualified limted benefit insurance contract. Alinted

benefit policy that is not intended to be a qualified linted

benefit insurance contract nust include a disclosure statenent

within the policy and within the outline of coverage that the

policy is not intended to be a qualified limted benefit

i nsurance contract. The disclosure nust be proninently

di spl ayed and nust read as follows: "This limted benefit

i nsurance policy is not intended to be a qualified limted

benefit insurance contract. You need to be aware that benefits

received under this policy nmay create uni ntended, adverse

i ncone tax consequences to you. You may want to consult with a
30
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know edgeabl e i ndi vi dual about such potential incone tax

conseqguences. "
Section 19. Subsection (2) of section 627.94073,
Fl orida Statutes, is anended to read:

627.94073 Notice of cancellation; grace period.--

(2) A long-termcare policy nay not be cancel ed for
nonpaynent of prem umunless, after expiration of the grace
period in subsection (1), and at |east 30 days prior to the
effective date of such cancellation, the insurer has mailed a
notification of possible |apse in coverage to the policyhol der
and to a specified secondary addressee if such addressee has
been designated in witing by nane and address by the
policyholder. For policies issued or renewed on or after
Cctober 1, 1996, the insurer shall notify the policyhol der, at
| east once every 2 years, of the right to designate a
secondary addressee. The applicant has the right to designate
at | east one person who is to receive the notice of
termination, in addition to the insured. Designation shall not
constitute acceptance of any liability on the third party for
services provided to the insured. The formused for the
written designation nust provide space clearly designated for
listing at | east one person. The designation shall include
each person's full nanme and hone address. In the case of an
appl i cant who el ects not to designate an additional person
the wai ver shall state: "Protection agai nst unintended
| apse.--1 understand that | have the right to designate at
| east one person other than nyself to receive notice of |apse
or termnation of this long-termcare or linited benefit

reng—term—ecare i nsurance policy for nonpaynent of prem um |
understand that notice will not be given until 30 days after a

premiumis due and unpaid. | elect NOT to designate any person
31
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5 to receive such notice." Notice shall be given by first class
3 United States mail, postage prepaid, and notice nmay not be
4 given until 30 days after a premiumis due and unpaid. Notice
c shal | be deened to have been given as of 5 days after the date
5 of mailing.
. Section 20. Subsections (1) and (2) of section
8 641. 225, Florida Statutes, are anended to read:
9 641. 225 Surplus requirenents. --
10 (1) Each health nmi ntenance organi zation shall at al
11 times maintain a mninumsurplus in an anount that whith is
12 t he greater of$1, 500, 000, $500,000 or 10 percent of total
13 liabilities, or 2 percent of total annualized premum All
14 heal t h mai nt enance organi zati ons that whieh have a valid
15 certificate of authority before Cctober 1, 1998 4988, or an
16 entity described in subsection (3), and that whieh do not neet
17 t he m ni mum surplus requirenent, shall increase their surplus
18 as follows:
19
20 Dat e Amount
21
95 Sept enber 30, 1998 1989 $800, 000, $266, 666 or 10 6 percent
93 of total liabilities, or 1 percent
o4 of annual i zed prem um whi chever is
o5 greater
26
7 Sept enber 30, 1999 1996 $1, 150, 000, $356,666 or 10 &
08 percent of total liabilities, or
29 1. 25 percent of annualized prem um
30 whi chever is greater
31

32
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) Sept enber 30, 2000 199t $1, 500, 000, $566,666 or 10 percent
3 of total liabilities, or 2 percent
4 of annual i zed prem um whi chever is
c greater
6 . .
. (2) The departnent shall not issue a certificate of
8 authority, except as provided in subsection (3), unless the
9 heal t h mai nt enance organi zation has a minimum surplus in an
10 anmount which is the greater of:
11 .
12 (a) tb)y Ten percent of their total liabilities based on
13 their startup actuariat projection as set forth in this part;
14 or _ . .
15 (b) Two percent of their total projected prem uns
16 based on their startup projection as set forth in this part;
or
i; (c) %1, 500, 000, $500,000 plus all startup | osses,
19 excluding profits, projected to be incurred on their startup
20 actdari+al projection until the projection reflects statutory
21 net profits for 12 consecutive nonths.
95 Section 21. Section 641.285, Florida Statutes, is
amended to read:
;j 641. 285 |Insol vency protection.--
o5 (1) Unless—otherwseprovided—+n—thi-s—section,Each
26 heal t h mai ntenance organi zati on shall deposit with the
7 departnent cash or securities of the type eligible under s.
08 625.52, which shall have at all tines a market value in the
29 amount set forth in this subsection. The anount of the
30 deposit shall be reviewed annually, or nore often, as the
31 departnment deens necessary. The market val ue of the deposit
shall be a mini mum of $300, 000. the—greater—of—
33
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g . . o . I "
tRcoveret—expent-tures—or

{b)—$166,066-
(2) If securities or assets deposited by a health

nmai nt enance organi zati on under this part are subject to
mat erial fluctuations in nmarket value, the departnent may, in
its discretion, require the organization to deposit and
mai ntai n on deposit additional securities or assets in an
anount as may be reasonably necessary to assure that the
deposit will at all tines have a market value of not |ess than
t he anobunt specified under this section

tay If for any reason the nmarket value of assets and
securities of a health nmaintenance organi zation held on
deposit in this state under this code falls bel ow the anpunt
required, the organi zation shall pronptly deposit other or
addi tional assets or securities eligible for deposit
sufficient to cure the deficiency. If the health naintenance
organi zation has failed to cure the deficiency within 30 days
after receipt of notice thereof by registered or certified
mai |l fromthe departnent, the departnent may revoke the
certificate of authority of the health naintenance

organi zati on.
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healtt . . e I . et

reteased—onty—as—provided—i+n—s—625-62-

(3) \Whenever the departnent determines that the

financial condition of a health naintenance organi zati on has

deteriorated to the point that the policyholders' or

subscri bers' best interests are not being preserved by the

activities of a health nmmi ntenance organi zation, the

departnent may require such heal th nmmi nt enance organi zation to

deposit and nmintain deposited in trust with the departnent

for the protection of the health mai ntenance organi zation's

policyhol ders, subscribers, and creditors, for such tine as

t he departnment deens necessary, securities eligible for such

deposit under s. 625.52 having a nmarket value of not |ess than

the anobunt that the departnent determi nes is necessary, which

anount nust not be less than $100,000 or greater than $2

mllion. The deposit required under this subsection is in

addition to any other deposits required of a health

nmai nt enance organi zati on pursuant to subsections (1) and (2).
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organtzation—

(4) Al incone fromdeposits shall belong to the
depositing heal th nai ntenance organi zati on and shall be paid
toit as it beconmes available. A health naintenance
organi zation that has nade a securities deposit nmay w thdraw
that deposit, or any part thereof, after nmmking a substitute
deposit of cash or eligible securities or any conbi nati on of

t hese or other acceptable neasures of equal anmpunt and val ue.

36
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Section 22. Section 641.26, Florida Statutes, is
amended to read:

641.26 Annual report.--

(1) Every health mai ntenance organi zation shall

annually within 3 nonths after the end of its fiscal year, or
within an extension of tine therefor as the departnent, for
good cause, may grant, in a formprescribed by the departnent,
file a report with the departnent, verified by the oath of two
officers of the organization or, if not a corporation, of two
persons who are principal managing directors of the affairs of
t he organi zation, properly notarized, showing its condition on
the last day of the imediately preceding reporting period.
Such report shall include:

37
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(a) A financial statenent of the health nai ntenance

organi zation filed on a conputer diskette using a fornmat
acceptable to the departnent. ;-
(b) A financial statenent of the health nai ntenance

organi zation filed on forns acceptable to the departnent. -

(c) An audited financial statenent of the health
nmai nt enance organi zation, including its bal ance sheet and a
statenent of operations for the preceding year certified by an
i ndependent certified public accountant, prepared in
accordance with statutory accounting principles.:+

(d) The nunber of health mai ntenance contracts issued
and out standi ng and t he nunber of health naintenance contracts
t erm nat ed. -

(e) The nunber and anmount of damage clains for nedica
injury initiated against the health nai ntenance organi zation
and any of the providers engaged by it during the reporting
year, broken down into clains with and without fornmal |ega
process, and the disposition, if any, of each such claim i

(f) An actuarial certification that:

1. The health nmi ntenance organization is actuarially
sound, which certification shall consider the rates, benefits,
and expenses of, and any other funds available for the paynent
of obligations of, the organization.:

2. The rates being charged or to be charged are
actuarially adequate to the end of the period for which rates
have been guaranteed. ;-

3. Incurred but not reported clains and clains
reported but not fully paid have been adequately provided
for.;—and

(g) A report prepared by the Certified Public

Accountant and filed with the departnent describing materi al
38
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weaknesses in the health mai ntenance organi zation's interna

control structure as noted by the Certified Public Accountant

during the audit. The report nust be filed with the annua

audited financial report as required in paragraph (c). The

heal t h mai nt enance organi zati on shall provide a description of

renedi al actions taken or proposed to correct material

weaknesses, if the actions are not described in the

i ndependent certified public accountant's report.
(h)tg)r Such other information relating to the
perfornmance of health mai ntenance organi zations as is required

by the departnent.
(2) The departnent may require updates of the

actuarial certification as to a particular health nmi ntenance

organi zation if the departnent has reasonabl e cause to believe

that such reserves are understated to the extent of materially

m sstating the financial position of the health nmi ntenance

organi zation. Wrkpapers in support of the statenent of the

updat ed actuarial certification nust be provided to the

depart nent upon request.

(3) 2y Every heal th nmai ntenance organi zation shal
file quarterly, within 45 days after each of its quarterly
reporting periods, an unaudited financial statenent of the
organi zation as described in paragraphs (1)(a) and (b). The
quarterly report shall be verified by the oath of two officers
of the organization, properly notarized.

(4) 3y Any heal th mai ntenance organi zation that whieh
neglects to file an annual report or quarterly report in the

formand within the tinme required by this section shal
forfeit up to $1,000 for each day for the first 10 days during
whi ch the negl ect continues and shall forfeit up to $2,000 for
each day after the first 10 days during which the negl ect

39
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the organi zation's authority to enroll new subscribers or to
do business in this state shall cease while such default
continues. The departnent shall deposit all suns collected by
it under this section to the credit of the Insurance

Conmi ssioner's Regul atory Trust Fund. The departnent shall not
coll ect nore than $100, 000 for each report.

(5) t4)y Each authorized heal th nai ntenance organization
shal|l retain an independent certified public accountant,
hereinafter referred to in this section as "CPA " who agrees
by witten contract with the health nai ntenance organi zation
to conply with the provisions of this part. The—contract
shatH—state:-

(a) The CPA shall provide to the HMO audited financi al
statenents consistent with this part.

(b) Any deternmination by the CPA that the health
nmai nt enance organi zati on does not neet m ni num surpl us

requirements as set forth in this part shall be stated by the
CPA, in witing, in the audited financial statenent.

(c) The conpleted work papers and any witten
conmuni cati ons between the CPA firm and the heal th maintenance
organi zation relating to the audit of the health naintenance
organi zation shall be nade available for review on a
vi sual -i nspection-only basis by the departnent at the offices
of the health mmintenance organi zation, at the departnent, or
at any other reasonable place as nutually agreed between the
departnment and the heal th mai nt enance organi zation. The CPA
nmust retain for review the work papers and witten
communi cations for a period of not |ess than 6 years.

(d) The CPA shall provide to the departnent a witten

report describing material weaknesses in the health
40
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nmai nt enance organi zations's internal control structure as

noted during the audit.

(6)¢5) To facilitate uniformty in financial
statenents and to facilitate departnment analysis, the
departnment may by rule adopt the formfor financial statenents
of a health mmintenance organi zation, including supplenents as
approved by the National Association of |nsurance
Conmi ssioners in 1995, and may adopt subsequent anendnents
thereto if the nethodol ogy remai ns substantially consistent,
and may by rule require each health mai ntenance organi zation
to submit to the departnent all or part of the information
contained in the annual statenent in a conputer-readable form
conpatible with the electronic data processing system
speci fied by the departnent.

(7) In addition to information called for and

furnished in connection with its annual or quarterly

statenents, the health mai ntenance organi zati on shall furnish

to the departnent as soon as reasonably possible such

information as to its material transactions which, in the

departnent's opinion, nay have a nmaterial adverse effect on

t he heal th mai nt enance organi zations financial condition, as

the departnment may request in witing. Al such informtion

furni shed pursuant to the departnent's request nust be

verified by the oath of two executive officers of the health

nai nt enance organi zati on

(8) Each health nmmi ntenance organi zation shall file

one copy of its annual statenent convention blank in

el ectronic form along with such additional filings as

prescribed by the departnent for the preceding year, with the

Nat i onal Associ ati on of | nsurance Conm SSi oners. Each health

nmai nt enance organi zati on shall pay to the departnent a
41
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1 . : .

5 reasonabl e fee to cover costs associated with the filing and

3 anal ysis of the docunents by the National Association of
| nsurance Conmi ssi oners.

g Section 23. Paragraph (a) of subsection (9) of section
641.31, is anended to read

° 641. 31 Heal th mai ntenance contracts. --

; (9) Al health maintenance contracts that provide

9 coverage, benefits, or services for a nmenber of the famly of

10 t he subscriber nmust, as to such fanily nenber's coverage

11 benefits, or services, provide also that the coverage,

12 benefits, or services applicable for children nust be provided

13 wWith respect to a newborn child of the subscriber, or covered

14 fam |y nenber of the subscriber, fromthe nonent of birth.

15 However, with respect to a newborn child of a covered fanily

16 nmenber ot her than the spouse of the insured or subscriber, the

17 coverage for the newborn child termnates 18 nonths after the

18 birth of the newborn child. The coverage, benefits, or

19 services for newborn children nust consist of coverage for

20 injury or sickness, including the necessary care or treatnent

91 of nedically diagnosed congenital defects, birth

99 abnormalities, or prematurity, and transportation costs of the

93 newborn to and fromthe nearest appropriate facility

o4 appropriately staffed and equi pped to treat the newborn's

o5 condi tion, when such transportation is certified by the

26 attendi ng physician as nedically necessary to protect the

7 health and safety of the newborn child.

08 (a) A contract may require the subscriber to notify

29 the plan of the birth of a child within a tine period, as

30 specified in the contract, of not less than 30 days after the

a1 birth, or a contract may require the preenrollnent of a
newborn prior to birth. However, if tinely notice is given, a

42
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5 pl an may not charge an additional premumfor additiona
3 coverage of the newborn child for not |less than 30 days after
4 the birth of the child. If tinmely notice is not given, the
c pl an may charge an additional prenmiumfromthe date of birth.
5 If notice is given within 60 days of the birth of the child,
. the contract may not deny coverage of the child due to failure
8 of the subscriber to tinely notify the plan of the birth of
9 the child or to preenroll the child.
10 Section 24. Paragraph (d) of subsection (2), and
11 paragraphs (a) and (b) of subsection (3) of section 641.31074,
12 Fl ori da Statutes, are anended to read:
13 641. 31074 Cuaranteed renewability of coverage. --
14 (2) A health nmaintenance organi zati on may nonr enew or
15 di scontinue a contract based only on one or nore of the
16 foll owi ng conditions:
17 (d) The health mai ntenance organi zation is ceasing to
18 of fer coverage in such a market in accordance with subsection
19 (3) ant—apptHeabte—statetaw.
20 (3)(a) A health nmintenance organi zati on nmay
21 di scontinue offering a particular contract formfor group
95 coverage offered in the small group market or |arge group
93 mar ket only if:
o4 1. The health nmi ntenance organi zation provides notice
o5 to each contract hol der provided coverage of this formin such
26 mar ket, and participants and beneficiaries covered under such
7 coverage, of such discontinuation at |east 90 days prior to
08 the date of the nonrenewal diseoentinuation of such coverage;
29 2. The health mai ntenance organi zation offers to each
30 contract hol der provided coverage of this formin such market
31 the option to purchase all, or in the case of the |arge-group
mar ket, any other health insurance coverage currently being
43
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of fered by the health nai ntenance organi zation in such nmarket;
and

3. In exercising the option to discontinue coverage of
this formand in offering the option of coverage under
subparagraph 2., the health mai ntenance organi zation acts
unifornmy without regard to the clai ns experience of those
contract holders or any health-status-related factor that
relates to any participants or beneficiaries covered or new
partici pants or beneficiaries who may becone eligible for such
cover age.

(b)1. In any case in which a health naintenance
organi zation elects to discontinue offering all coverage in
the snmall group market or the large group market, or both, in
this state, coverage may be di scontinued by the insurer only
if:

a. The health mai ntenance organi zation provides notice
to the departnent and to each contract hol der, and
partici pants and beneficiaries covered under such coverage, of
such di scontinuation at |east 180 days prior to the date of
t he nonrenewal diseontinuati+on of such coverage; and

b. Al health insurance issued or delivered for
i ssuance in this state in such nmarket is markets—are
di sconti nued and coverage under such health insurance coverage
in such market is not renewed.

2. In the case of a discontinuation under subparagraph
1. in a narket, the health nmmintenance organi zati on nmay not
provide for the issuance of any heal th nai ntenance
organi zation contract coverage in the market in this state
during the 5-year period beginning on the date of the
di scontinuation of the last insurance contract not renewed.

44
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Section 25. Section 641.3111, Florida Statutes, is
amended to read:
641. 3111 Extension of benefits.--
(1) Every group health mai ntenance contract shal
provide that term nation of the contract by—the—heatth
maRtenance—organtzatton shall be w thout prejudice to any

conti nuous | oss which commenced while the contract was in

force, but any extension of benefits beyond the period the
contract was in force nay be predicated upon the continuous
total disability of the subscriber and may be linmted to
payment for the treatnment of a specific accident or illness

i ncurred while the subscriber was a nenber. Such extension of
benefits may be limted to the occurrence of the earliest of
the foll ow ng events:

(a) The expiration of 12 nonths.

(b) Such tine as the nenber is no longer totally
di sabl ed.

(c) A succeeding carrier elects to provide repl acenent
coverage without limtation as to the disability condition

(d) The maxi mum benefits payabl e under the contract
have been pai d.

(2) For the purposes of this section, an individual is
totally disabled if the individual has a condition resulting
froman illness or injury which prevents an individual from
engagi ng in any enpl oynent or occupation for which the
i ndividual is or may becone qualified by reason of education
training, or experience, and the individual is under the
regul ar care of a physician

(3) In the case of maternity coverage, when not
covered by the succeeding carrier, a reasonable extension of
benefits or accrued liability provision is required, which

45
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5 provi sion provides for continuation of the contract benefits
3 in connection with maternity expenses for a pregnancy that
4 commenced while the policy was in effect. The extension shal
c be for the period of that pregnancy and shall not be based
5 upon total disability.
. (4) Except as provided in subsection (1), no
8 subscriber is entitled to an extension of benefits if the
9 ternmnation of the contract by the health mai ntenance
10 organi zation is based upon any event referred to in s.
11 641.3922(7)(a), (b), or (e){ta)y—tog)
12 Section 26. Section 641.316, Florida Statutes, is
amended to read:
ij 641.316 Fiscal internediary services.--
15 (1) It is the intent of the Legislature, through the
16 adoption of this section, to ensure the financial soundness of
17 fiscal internediary services organi zations established to
18 devel op, manage, and admi ni ster the business affairs of health
19 care professional providers such as nedical doctors, doctors
20 of osteopathy, doctors of chiropractic, doctors of podiatric
21 nedi ci ne, doctors of dentistry, or other health professionals
99 regul ated by the Departnent of Health.
93 (2)(a) The term"fiduciary" or "fiscal internediary
o4 servi ces" neans rei nbursenents received or collected on behal f
o5 of health care professionals for services rendered, patient
26 and provider accounting, financial reporting and auditing,
7 recei pts and col |l ecti ons nanagenent, conpensation and
08 rei mbursenment di sbursenent services, or other related
29 fiduciary services pursuant to health care professiona
30 contracts with heal th nai ntenance organi zati ons.
a1 (b) The term"fiscal internediary services
organi zation" neans a person or entity which perforns
46

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O WDN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIRPLO O ®~NOO®UuDWNPER O

CS f
(ntc

?r CS for SB 1800 Second Engr ossed
fiduciary or fiscal internediary services to health care

prof essi onal s who contract with health nai ntenance

organi zations other than a fiscal internediary services

organi zati on owned, operated, or controlled by a hospita

| i censed under chapter 395, an insurer |icensed under chapter
624, a third-party adm nistrator |icensed under chapter 626, a
prepaid |inmted health service organization |icensed under
chapter 636, a health nai ntenance organi zation |icensed under
this chapter, or physician group practices as defined in s.

455. 654( 3) (f) s—455-236(3}F)-

(3) A fiscal internediary services organi zation that

whieh is operated for the purpose of acquiring and
admi ni stering provider contracts with managed care plans for
prof essional health care services, including, but not linted
to, nmedical, surgical, chiropractic, dental, and podiatric
care, and which perforns fiduciary or fiscal internediary
services shall be required to secure and naintain a fidelity
bond in the m ni mum anount of 10 percent of the funds handl ed

by the internediary in connection with its fiscal and

fiduciary services during the prior year or $1 nillion

whi chever is |ess. The m ni num bond anount shall be $50, 000.

The fidelity bond shall protect the fiscal internediary from

| oss caused by the di shonesty of its enpl oyees and nust renain

uni npaired for as long as the internediary continues in

busi ness in the state.$10-—mt+Hon—Thisreqguirerent—shatt

appty—to—atH—persons—or—entities—engaget—i+n—the—business—of
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(4) A fiscal internediary services organi zation, as

described in subsection (3), shall secure and maintain a

surety bond on file with the departnent, naning the

internmediary as principal. The bond nust be obtained froma

conpany authorized to wite surety insurance in the state, and

t he departnent shall be obligee on behalf of itself and third

parties. The penal sum of the bond nay not be |less than 5

percent of the funds handled by the internediary in connection

with its fiscal and fiduciary services during the prior year

or $250, 000, whichever is | ess. The m ni mrum bond anpunt nust
be $10, 000. The condition of the bond nust be that the
internmediary shall register with the departnent and shall not

m sappropriate funds within its control or custody as a fiscal

internmediary or fiduciary. The aggregate liability of the

surety for any and all breaches of the conditions of the bond

may not exceed the penal sum of the bond. The bond nust be

continuous in form nust be renewed annually by a continuation

certificate, and may be terninated by the surety upon its

giving 30 days' witten notice of ternination to the

depart nent.

(5)t4)r Afiscal internediary services organi zati on may
not collect fromthe subscriber any paynent other than the
copaynent or deductible specified in the subscriber agreenent.

(6)£5)r Any fiscal intermediary services organization
other than a fiscal internediary services organi zati on owned,
operated, or controlled by a hospital |icensed under chapter

48

CODING:Words st+ieken are deletions; words underlined are additions.




CS for Cs for SB 1800 Second Engr ossed
(ntc)
1 _ _ .
5 395, an insurer |licensed under chapter 624, a third-party
3 adm ni strator |icensed under chapter 626, a prepaid linted
4 heal th service organi zation |licensed under chapter 636, a
c heal t h mai ntenance organi zation |licensed under this chapter
5 or physician group practices as defined in s. 455.654(3)(f)s+
. 455-236(3)(fH), nust register with the departnent and neet the
8 requirenments of this section. In order to register as a fisca
9 i nternmedi ary services organi zation, the organi zati on nust
10 conmply with ss. 641.21(1)(c) and (d) and 641.22(6). Should the
11 departnent deternmine that the fiscal internediary services
12 organi zati on does not neet the requirenents of this section
13 the registration shall be denied. In the event that the
14 registrant fails to maintain conpliance with the provisions of
15 this section, the departnent may revoke or suspend the
16 registration. In lieu of revocation or suspension of the
17 registration, the departnent nmay | evy an adm nistrative
18 penalty in accordance with s. 641. 25.
19 (7) t6) The departnent shall adopt promutgate rul es
20 necessary to adnini ster impterenrt—the——provisitons—of this
secti on.
2; Section 27. Subsections (3), (7), and (14) of section
93 641. 3922, Florida Statutes, are anended to read:
o4 641. 3922 Conversion contracts; conditions.--I|ssuance
o5 of a converted contract shall be subject to the foll ow ng
condi ti ons:
23 (3) CONVERSI ON PREM UM --The prenmium for the converted
08 contract shall be determined in accordance with premiumrates
29 applicable to the age and class of risk of each person to be
30 covered under the converted contract and to the type and
31 anmount of coverage provided. However, the prem umfor the
converted contract may not exceed 200 percent of the standard
49
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risk rate, as established by the departnent under s.

627. 6675( 3) Hor+da—Conprehenstyre—Heath—Associat+on—and

Fror-da—CorprehensiveHeatth—Assoeciat+on. The node of paynent
for the converted contract shall be quarterly or nore
frequently at the option of the organization, unless otherw se
nmut ual | y agreed upon between the subscriber and the

organi zati on.

(7) REASONS FOR CANCELLATI ON; TERM NATI ON. - - The
converted heal th mai ntenance contract nust contain a
cancel l ation or nonrenewability clause providing that the
heal t h mai nt enance organi zati on may refuse to renew the
contract of any person covered thereunder, but cancellation or
nonrenewal nust be linmted to one or nore of the foll ow ng
reasons:

(a) Fraud or intentional wmateriat nisrepresentation
subject to the limtations of s. 641.31(23), in applying for
any benefits under the converted health mai ntenance contract;

b) te) Disenroll nent for cause, after follow ng the
procedures outlined in s. 641.3921(4).

50
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(c)tdy WIIlful and knowi ng mi suse of the health
nmai nt enance organi zation identification nmenbership card by the
subscri ber or the willful and knowi ng furnishing to the
organi zation by the subscriber of incorrect or inconplete
information for the purpose of fraudul ently obtaining coverage
or benefits fromthe organization

(d)fe)y Failure, after notice, to pay required
prem uns.

(e) )y The subscriber has left the geographic area of
the heal th nmai ntenance organization with the intent to
rel ocate or establish a new residence outside the
organi zation's geographi c area.

(f) tg)y A dependent of the subscriber has reached the
limting age under the converted contract, subject to
subsection (12); but the refusal to renew coverage shall apply
only to coverage of the dependent, except in the case of
handi capped chil dren.

(g)th)y A change in marital status that nmakes a person
ineligible under the original terns of the converted contract,
subj ect to subsection (12).

(14) NOTIFICATION.--A notification of the conversion
privilege shall be included in each health mai ntenance
contract and in any certificate or nenber's handbook. The
organi zation shall mail an election and prenium notice form

i ncluding an outline of coverage, on a form approved by the

departnent, within 14 days after any individual who is

eligible for a converted health mai ntenance contract gives

notice to the organi zation that the individual is considering

appl ying for the converted contract or otherw se requests such

information. The outline of coverage nust contain a

description of the principal benefits and coverage provided by
51
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5 the contract and its principal exclusions and limtations,
3 including, but not linmted to, deductibles and coi nsurance.
4 Section 28. Subsection (12) is added to section
641. 495, Florida Statutes, to read:
2 641. 495 Requirenents for issuance and nmi nt enance of
certificate.--
; (12) The provisions of part | of chapter 395 do not
9 apply to a health nmi ntenance organi zation that, on or before
10 January 1, 1991, provides not nore than 10 outpatient hol di ng
11 beds for short-term and hospice-type patients in an anbul atory
12 care facility for its nenbers, provided that such health
13 nMai nt enance organi zati on nmintains current accreditation by
the Joint Conmission on Accreditation of Health Care
ig Organi zations, the Accreditation Association for Anbul atory
16 Health Care, or the National Committee for Quality Assurance.
17 Section 29. This act shall take effect January 1,
18 1999.
19
20
21
22
23
24
25
26
27
28
29
30
31
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