HB 4495, First Engrossed

1 Abill to be entitled
2 An act relating to health insurance; creating
3 s. 222.23, F.S.; exenpting noneys paid into a
4 nmedi cal savings account from attachnent,
5 garni shnent, or |egal process; anending s.
6 627.6571, F.S.; clarifying application
7 anending s. 627.6675, F.S.; revising standards
8 for renewal of converted insurance policies;
9 creating s. 627.6685, F.S.; requiring health
10 i nsurers and heal th nmai nt enance organi zati ons
11 to include in their plans that offer nental
12 heal t h coverage annual and lifetine nental
13 health benefits coverage restrictions that are
14 not less than annual and lifetinme benefits
15 coverage restrictions for nedical or surgica
16 benefits covered by the plan; providing
17 exenptions; amending s. 627.6699, F.S.
18 revising a definition; authorizing the
19 Departnent of |nsurance to adopt rules
20 gover ni ng guarant eed i ssue of Medicare
21 suppl enent coverage for continuously covered
22 i ndi vidual s; anending s. 627.674, F.S.
23 revising the mni num standards for Medicare
24 Suppl enent policies; anending s. 627.6741,
25 F.S.; revising requirenents for insurers to
26 i ssue, cancel, nonrenew, and replace Mdicare
27 suppl enent policies; restricting preexisting
28 condi ti on exclusions; anending s. 627.912,
29 F.S.; requiring certain self-insurers to report
30 certain information to the Departnent of
31 | nsurance; amending s. 627.9403, F.S.
1

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




HB 4495, First Engrossed

1 clarifying application to certain types of
2 |l ong-termcare policies; amending s. 627.9404,
3 F.S.; exenpting long-termcare insurance
4 policies fromcertain requirenents; providing
5 definitions; anending s. 627.9407, F.S.
6 revising the definition of "preexisting
7 condition"; requiring certain insurance
8 policies to provide disclosure of certain
9 information; anending s. 627.94073, F.S.
10 clarifying notice; anending s. 641.225, F.S.
11 i ncreasi ng solvency requirenents for health
12 mai nt enance organi zations; amending s. 641.285
13 F.S.; revising requirenents for insolvency
14 protection; authorizing the Departnment of
15 I nsurance to increase insolvency protection for
16 certain health mai ntenance organi zati ons;
17 anendi ng s. 641.31074, F.S.; renoving redundant
18 | anguage and nmeki ng technical corrections;
19 anending s. 641.3922, F.S.; revising standards
20 for renewal of converted heal th nai ntenance
21 organi zation policies; anending s. 641. 495,
22 F.S.; exenpting fromcertain |icensure
23 requi renents certain beds of a health
24 nmai nt enance organi zation; repealing s.
25 641.3922(7)(b), F.S., relating to cancellation
26 or nonrenewal of health maintenance contracts
27 due to eligibility for coverage under Medicare;
28 providing an effective date.
29
30| Be It Enacted by the Legislature of the State of Florida:
31
2
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HB 4495, First Engrossed

Section 1. Section 222.23, Florida Statutes, is
created to read
222.23 Exenption of noneys in the nedical savings

account fromlegal process.--Mneys paid into or out of a

nedi cal savings account by or on behalf of a person depositing

noney into such account or qualified beneficiary are not

liable to attachnent, garni shnent, or |legal process in the

state in favor of any creditor of such person or beneficiary

of such nedi cal savi ngs account.

Section 2. Paragraph (b) of subsection (3) of section
627.6571, Florida Statutes, is anended to read:

627.6571 Guaranteed renewability of coverage.--

(3)

(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 discontinuation of such
cover age; 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.

2. In the case of a discontinuation under subparagraph
1. in a narket, the insurer may not provide for the issuance
of any health insurance coverage in the market in this state

3
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1| during the 5-year period beginning on the date of the

2 | discontinuation of the |ast insurance coverage not renewed.

3 Section 3. Paragraph (b) of subsection (7) of section

4| 627.6675, Florida Statutes, is anended to read:

5 627. 6675 Conversion on term nation of

6|eligibility.--Subject to all of the provisions of this

7 | section, a group policy delivered or issued for delivery in

8| this state by an insurer or nonprofit health care services

9| plan that provides, on an expense-incurred basis, hospital,
10 | surgical, or mmjor nedical expense insurance, or any
11 | conbi nation of these coverages, shall provide that an enpl oyee
12 | or nmenber whose insurance under the group policy has been
13 | terminated for any reason, including discontinuance of the
14 | group policy inits entirety or with respect to an insured
15| cl ass, and who has been continuously insured under the group
16 | policy, and under any group policy providing simlar benefits
17 | that the terminated group policy replaced, for at |east 3
18 | nonths immediately prior to termnation, shall be entitled to
19 | have issued to himor her by the insurer a policy or
20| certificate of health insurance, referred to in this section
21| as a "converted policy." An enployee or nenber shall not be
22 | entitled to a converted policy if termnation of his or her
23 | i nsurance under the group policy occurred because he or she
24 | failed to pay any required contribution, or because any
25 | di scontinued group coverage was replaced by sinilar group
26 | coverage within 31 days after discontinuance.
27 (7) 1 NFORMATI ON REQUESTED BY | NSURER. - -
28 (b) The converted policy may provide that the insurer
29 | may refuse to renew the policy or the coverage of any person
30| only for one or nore of the foll owi ng reasons:
31

4
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HB 4495, First Engrossed

1. Either the benefits provided under the sources
referred to in subparagraphs (a)l. and 2. for the person or
the benefits provided or avail able under the sources referred
to in subparagraph (a)3. for the person, together with the
benefits provided by the converted policy, would result in
overi nsurance according to the insurer's standards on file
with the departnent.

2. The converted policyholder fails to provide the
i nformati on requested pursuant to paragraph (a).

3. Fraud or intentional material msrepresentation in
appl ying for any benefits under the converted policy.

. et f the I F
I r I I e Ly
i : I T iy I dedt I

convertet—poHey—

4.5~ Ot her reasons approved by the departnent.

Section 4. Section 627.6685, Florida Statutes, is
created to read

627.6685 Mental health coverage. --

(1) DEFINITIONS.--As used in this section

(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 anount of benefits that may be

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

5
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HB 4495, First Engrossed

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:

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

6
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HB 4495, First Engrossed

(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 lifetinme 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

pl an or coverage nay 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 otherwi se 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 lint.
7
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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 limts 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 wei ghted

average of the annual |linits applicable to such categories.

(b) Nothing in this section shall be construed:

1. To require a group health plan, or health insurance

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, to affect the ternms 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

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

8
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HB 4495, First Engrossed

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. --For any group health plan
that offers a participant or beneficiary two or nore

benefit-package options under the plan, the requirenents of

this section apply separately with respect to each such

opti on.

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

(6) APPLI CATION. --The provisions of this section shal
control in the event to the extent of any conflict between
this section and s. 627.668.

Section 5. 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
contract. The term does not include accident-only, specified
di sease, individual hospital indemity, credit, dental-only,
vi sion-only, Medicare supplenent, and sinilar suppl enental

pl ans provi ded under a separate policy, certificate, or

contract of insurance, which cannot duplicate coverage under

an underlying health plan and are specifically designed to

fill gaps in the underlying health plan, coinsurance, or

deducti bl es,l ong-termcare, or disability income insurance;

coverage issued as a supplenent to liability insurance;
wor kers' conpensation or simlar insurance; or autonobile
nedi cal - paynent insurance.

9
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1 Section 6. Paragraphs (a) and (d) of subsection (2)

2 | and subsection (3) of section 627.674, Florida Statutes, are

3 | anended to read:

4 627.674 M nimum standards; filing requirenents.--

5 (2)(a) The departnent nust adopt rules establishing

6 | m ni num st andards for Medi care suppl enent policies that, taken

7| together with the requirenents of this part, are no | ess

8 | conprehensi ve or beneficial to persons insured or covered

9 | under Medi care suppl enent policies issued, delivered, or

10| issued for delivery in this state, including certificates

11 | under group or blanket policies issued, delivered, or issued

12 | for delivery in this state, than the standards provided in 42

13| U S.C., s. 1395ss, or the nost recent version of the NAIC

14 | Model Regul ation To | npl enent the NAIC Medi care Suppl enent

15| I nsurance M ni num St andards Mddel Act adopted by the Nationa

16 | Associ ation of I|nsurance Conmi ssioners of—Juty—31—1994+—o6+

17 | the—oOmibusBudget—ReconeitationAct—of—31990(Pub—Lt—No—

18 | 161568}

19 (d For policies issued on or after January 1, 1991

20| the departnent may adopt rules to establish mini mum policy

21 | standards to authorize the types of policies specified by 42

221 U.S.C. s. 1395ss(p)(2)(c)and any optional benefits to

23| facilitate policy conparisons.

24 (3) A policy may not be filed with the departnent as a

25 | Medi care suppl enent policy unless the policy neets or exceedsy

26 | eirther—inA—a—stngte—poHey—or—inthe—case—ofnoenproft—heatth

27 . I . e . w

28 | conjunction—w-th—one—anotherthe requirenents of 42 U S. C

29 | s. 1395ss, or the nost recent version of the NAIC Medicare

30 | Suppl enent | nsurance M ni num St andards Model Act, adopted by

31| the National Association of |nsurance Commi ssi oners en—3Juty
10
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1 | 34199t —and—the—Omi-busBudget—Reconrct-Hat+on—Act—of—19906

2 [(Pub—+t—No—161-568)-.

3 Section 7. Subsection (1) and paragraph (c) of

4 | subsection (2) of section 627.6741, Florida Statutes, are

5 | anended, and subsection (5) is added to said section, to read:
6 627.6741 |ssuance, cancell ation, nonrenewal, and

7 | repl acenent. - -

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

10 | Medi care suppl enent policy, without conditioning the i ssuance
11| or effectiveness of the policy on, and without discrimnating
121 in the price of the policy based on, the nedical or health

13 | status or receipt of health care by the individual

14 (a) To any individual who is 65 years of age or ol der
15| and who resides in this state, upon the request of the

16 | i ndividual during the 6-nmonth period beginning with the first
17 | nonth in which the individual has attai ned 65 years of age and
18| is enrolled in Medicare part B; or

19 (b) To any individual who is 65 years of age or ol der
20| and is enrolled in Medicare part B, who resides in this state,
21 | upon the request of the individual during the 2-nonth period
22 | following term nation of coverage under a group health
23 | i nsurance policy. +
24
25| A Medi care supplenent policy issued to an individual under
26 | paragraph (a) or paragraph (b) nmay not exclude benefits based
27 | on a preexisting condition if the individual has a continuous
28 | period of creditable coverage, as defined in s. 627.6561(5),
29| of at least 6 nonths as of the date of application for
30 | cover age the—epportuni-ty—of—enrotHng—itn—aMedicare—supptenent
31 | poHey—wthout—conditoening—the—issvance—or—effectiveness—of

11
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(2) For both individual and group Medi care suppl enent
policies:

(c) If a Medicare supplenent policy or certificate
repl aces anot her Medi care suppl enent policy or certificate or
credi tabl e coverage as defined in s. 627.6561(5) group—heatth
Asurance—poHey—or—eertifecate, the replacing insurer shal

wai ve any time periods applicable to preexisting conditions,

wai ting periods, elimnation periods, and probationary periods
in the new Medi care suppl enent policy for sinmilar benefits to
the extent such tinme was spent under the original policy,
subject to the requirenents of s. 627.6561(6)-(11).

(5) The departnent, by rule, shall 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
US C, s. 1395ss(s)(3).

Section 8. Subsection (5) is added to section 627.912,
Fl orida Statutes, to read

627.912 Professional liability clainms and actions;
reports by insurers.--
(5) Any self-insurance program established under s.

240. 213 shall report in duplicate to the Departnent of

I nsurance any claimor action for danages for personal

injuries clained to have been caused by error, om ssion, or

negligence in the performance of professional services

provided by the Board of Regents through an enpl oyee or agent

of the Board of Regents, including practitioners of nedicine

i censed under chapter 458, practitioners of osteopathic

12
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nedi ci ne licensed under chapter 459, podiatrists |licensed

under chapter 461, and dentists licensed under chapter 466, or

based on a cl ai ned perfornance of professional services

wi thout consent if the claimresulted in a final judgnent in

any anount, a settlenent in any anount, or a final disposition

not resulting in paynent on behalf of the insured. The reports

required by this subsection shall contain the information

requi red by subsection (3) and the nane, address, and

specialty of the enployee or agent of the Board of Regents

whose performance or professional services is alleged in the

claimor action to have caused personal injury.
Section 9. Section 627.9403, Florida Statutes, is
anended 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
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

13
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1| limted benefit policy that |inits coverage to care in a
2 | nursing home or to one or nore |lower levels of care required
3| or authorized to be provided by this part or by departnent
4| rule nmust neet all requirenents of this part that apply to
5] long-termcare insurance policies, except s. 627.9407(3)(c),
6| and (9), (10)(f), and (12) and s. 627.94073(2). If the
7| limted benefit policy does not provide coverage for care in a
8 | nursing honme, but does provide coverage for one or nore | ower
9] levels of care, the policy shall also be exenpt fromthe
10 | requirenents of s. 627.9407(3)(d).
11 Section 10. Subsection (1) of section 627.9404,
12 | Florida Statutes, is anmended, subsections (7), (8), (9), and
13| (10) of said section are renunbered as subsections (8), (9),
14 ] (10), and (11), respectively, and new subsection (7) is added
15| to said section, to read:
16 627.9404 Definitions.--For the purposes of this part:
17 (1) "Long-termcare insurance policy" neans any
18 | insurance policy or rider advertised, narketed, offered, or
19 | designed to provide coverage on an expense-incurred,
20| indemity, prepaid, or other basis for one or nore necessary
21| or nedically necessary diagnostic, preventive, therapeutic,
22| curing, treating, nitigating, rehabilitative, maintenance, or
23 | personal care services provided in a setting other than an
24 | acute care unit of a hospital. Long-termcare insurance shal
25| not include any insurance policy which is offered primarily to
26 | provi de basic Medi care suppl enent coverage, basic hospita
27 | expense coverage, basic nedical -surgical expense coverage,
28 | hospital confinenent indemity coverage, nmjor nedical expense
29 | coverage, disability incone protection coverage, accident only
30 | coverage, specified disease or specified accident coverage, or
31| limted benefit health coverage. A long-termcare insurance

14
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HB 4495, First Engrossed

policy nmust neet all the requirenents of this part except s.
627.9407(12).
(7) "Limted benefit policy" nmeans any policy that

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

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

this part or by departnent rule.

Section 11. Paragraph (a) of subsection (4) and
subsection (12) of section 627.9407, Florida Statutes, are
amended 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 U Ci O U i Y [J Gl D O
’

seek—diagnosis—care—or—treataents—or a condition for which

nedi cal advice or treatnment was recommended by or received

froma provider of health care services within 6 nonths

preceding the effective date of coverage of an insured person
(12) DI SCLOSURE. - -

(a) Aqualified long-termcare insurance policy nust
include a disclosure statement within the policy and within
the outline of coverage that the policy is intended to be a
gqualified long-termcontract. A long-term care insurance
policy that is not intended to be a qualified | ong-termcare
i nsurance 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 long-termcare insurance

15
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1| contract. The disclosure shall be pronminently displayed and

2] shall read as follows: "This long-termcare insurance policy
3]is not intended to be a qualified long-termcare insurance

4 | contract. You need to be aware that benefits received under

5| this policy may create unintended, adverse incone tax

6 | consequences to you. You nay want to consult with a

7 | know edgeabl e i ndi vi dual about such potential incone tax

8 | consequences. "

9 (b) Alimted benefit policy qualified under s. 7702B
10 | of the Internal Revenue Code nust include a disclosure

11 | statenent within the policy and within the outline of coverage
12 | that the policy is intended to be a qualified linited benefit
13| insurance contract. A limted benefit policy that is not

14 ) intended to be a qualified |inted benefit insurance contract
15| nust include a disclosure statenent within the policy and

16 | within the outline of coverage that the policy is not intended
171 to be a qualified limted benefit insurance contract. The

18 | di sclosure shall be pronmi nently displayed and shall read as
19| follows: "This limted benefit insurance policy is not
20| intended to be a qualified linted benefit insurance contract.
21| You need to be aware that benefits received under this policy
22 | may create uni ntended, adverse incone tax consequences to you.
23| You may want to consult with a know edgeabl e i ndi vi dual about
24 | such potential incone tax consequences."
25 Section 12. Subsection (2) of section 627.94073
26| Florida Statutes, is anended to read:
27 627.94073 Notice of cancellation; grace period.--
28 (2) A long-termcare policy nmay not be cancel ed for
29 | nonpaynent of prem umunl ess, after expiration of the grace
30| period in subsection (1), and at |east 30 days prior to the
31| effective date of such cancellation, the insurer has mailed a

16
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HB 4495, First Engrossed

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 elects 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 termination of this[long-termcare/limted benefit]

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 designhate any person to receive

such notice." Notice shall be given by first class United
States mail, postage prepaid, and notice nmay not be given
until 30 days after a premiumis due and unpaid. Notice shal
be deened to have been given as of 5 days after the date of
mai | i ng.

Section 13. Subsections (1) and (2) of section
641. 225, Florida Statutes, are anended to read:

641. 225 Surplus requirenents.--

17
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(1) Each health nmi ntenance organi zation shall at al
times maintain a mnimum surplus in an anount which is the
greater of $1, 500, 000, $500,-000—or 10 percent of total
liabilities, or 2 percent of total annualized premum All

heal t h mai nt enance organi zati ons which have a valid
certificate of authority before Cctober 1, 1998 4988, or an
entity described in subsection (3), and which do not neet the

m ni rum sur pl us requirenment, shall increase their surplus as
foll ows:
Dat e Amount

Sept enber 30, 1998 1989 $800, 000, $266, 666061 10 6 percent
of total liabilities, or 1 percent

of annual i zed prem um whi chever is

gr eat er

Sept enber 30, 1999 1990 $1, 150, 000, $350,-000—or 8 percent
of total liabilities, or 1.25

percent of annualized prem um

whi chever is greater

Sept enber 30, 2000 199% $1, 500, 000, $500,-600—or 10 percent
of total liabilities, or 2 percent

of annual i zed prem um whi chever is

gr eat er

(2) The departnent shall not issue a certificate of
authority, except as provided in subsection (3), unless the
heal t h mai nt enance organi zation has a mininmum surplus in an
anmount which is the greater of:

18
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1 ; ; ;

2 (a) tb)y Ten percent of their total liabilities based on
3| their startup actuar+al projection as set forth in this part;
41 e+

5 (b) Two percent of their total projected prem uns

6 | based on their startup projection as set forth in this part;
7| or

8 (c) %1, 150, 000$500,000 plus all startup | osses,

9| excluding profits, projected to be incurred on their startup
10 | aetdvart+at projection until the projection reflects statutory
11| net profits for 12 consecutive nonths.

12 Section 14. Section 641.285, Florida Statutes, is

13 | anended to read:

14 641. 285 |Insol vency protection.--

15 (1) Unless—otherwseprovided—+n—this—section,Each
16 | heal th nmai ntenance organi zation shall deposit with the

17 | departnent cash or securities of the type eligible under s.
18 | 625.52, which shall have at all tines a narket value in the
19 | anpbunt set forth in this subsection. The amount of the
20 | deposit shall be reviewed annually, or nore often, as the
21 | departnent deens necessary. The market val ue of the deposit
22 | shall be a minimum of $300, 000 the—-greater—of—
23 tay—wece—+tsreasonablyestirated—averageronthty
24 | uneovered—expenditures—or
25 {b)—$100,-000.
26 (2) If securities or assets deposited by a health
27 | mai nt enance organi zati on under this part are subject to
28 | material fluctuations in market value, the departnent may, in
29 | its discretion, require the organi zation to deposit and
30| maintain on deposit additional securities or assets in an
31| anbunt as nmay be reasonably necessary to assure that the

19
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deposit will at all tines have a market value of not |ess than
t he anount 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.

(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

20
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deposit and nmintain deposited in trust with the departnent

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

pol i cyhol ders, subscribers and/or creditors, for such tine as

t he departnment deens necessary, securities eligible for such

deposit under s. 625.52, having a market val ue of not |ess

than t he anount which the departnent determ nes i s necessary,

whi ch anount shall be not |ess than $100, 000 or greater than

$2, 000, 000. 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).

(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 t hdraw
that deposit, or any part thereof, after nmamking a substitute
deposit of cash or eligible securities or any conbi nati on of
t hese or other acceptable neasures of equal anmpbunt and val ue.

21
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9 Section 15. Paragraph (d) of subsection (2) and

10 | paragraphs (a) and (b) of subsection (3) of section 641.31074,
11| Florida Statutes, are anended to read:

12 641. 31074 Cuaranteed renewability of coverage. --

13 (2) A health nmaintenance organi zati on may nonr enew or
14 | di scontinue a contract based only on one or nore of the

15| foll owi ng condi ti ons:

16 (d) The health mai ntenance organi zation is ceasing to
17 | offer coverage in such a market in accordance with subsection
18 | (3) ant—appteable—state—taw

19 (3)(a) A health nmmintenance organi zati on nmay
20 | di scontinue offering a particular contract formfor group
21| coverage offered in the small group market or |arge group
22 | market only if:
23 1. The health nmi ntenance organi zation provides notice
24 | to each contract hol der provided coverage of this formin such
25 | market, and partici pants and beneficiaries covered under such
26 | coverage, of such discontinuation at |east 90 days prior to
27 | the date of the discontinuation of such coverage;
28 2. The health mai ntenance organi zation offers to each
29 | contract hol der provided coverage of this formin such market
30| the option to purchase all, or in the case of the |arge group
31| market, any other health insurance coverage currently being

23
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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 cl ai 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 discontinuation 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 health 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.

24
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1 Section 16. Paragraph (a) of subsection (7) of section
2| 641.3922, Florida Statutes, is anended to read:

3 641. 3922 Conversion contracts; conditions.--I|ssuance
4| of a converted contract shall be subject to the follow ng

5| conditions:

6 (7) REASONS FOR CANCELLATI ON; TERM NATI ON. - - The

7 | converted health mai ntenance contract nust contain a

8 | cancellation or nonrenewability clause providing that the

9 | heal th mmi nt enance organi zati on may refuse to renew the

10 | contract of any person covered thereunder, but cancellation or
11 | nonrenewal nust be linmted to one or nore of the follow ng
12 | reasons:

13 (a) Fraud or intentional wmateriat nisrepresentation
14 | subject to the limtations of s. 641.31(23), in applying for
15| any benefits under the converted health nai ntenance contract;
16 Section 17. Subsection (12) is added to section

17 | 641. 495, Florida Statutes, to read

18 641. 495 Requirenents for issuance and nmi nt enance of
19 | certificate. --
20 (12) The provisions of part | of chapter 395 do not
21| apply to a health nai ntenance organi zation if, on or before
22 | January 1, 1991, the organi zation provided not nore than 10
23 | out pati ent holding beds for short-term and hospice-type
24 | patients in an anbulatory care facility for its nenbers,
25 | provi ded such heal th nmi ntenance organi zati on nmi ntains
26 | current accreditation by the Joint Comm ssion on Accreditation
27 | of Health Care Organi zations, the Accreditati on Association
28 | for Anbulatory Health Care, or the National Committee for
29 | Quality Assurance
30 Section 18. This act shall take effect on July 1,
31| 1998.
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