CS for SB 312 First Engrossed (ntc)

1 Abill to be entitled
2 An act relating to health insurance; anending
3 S. 627.6645, F.S.; revising the notice
4 requi rements for cancellation or nonrenewal of
5 a group health insurance policy; specifying
6 condi ti ons under which the insurer nay
7 retroactively cancel coverage due to nonpaynent
8 of premi um anending s. 627.6675, F.S.
9 revising the tine limts for an enpl oyee or
10 group nenber to apply for an individua
11 converted policy when termnation of group
12 coverage is due to failure of the enployer to
13 pay the premum revising the requirenents for
14 the premiumfor the converted policy; allow ng
15 a group insurer to contract wth another
16 insurer to issue an individual converted policy
17 under certain conditions; anmending s. 641. 3108,
18 F.S.; revising the notice requirenents for
19 cancel l ati on or nonrenewal of a health
20 nmai nt enance organi zati on contract; specifying
21 condi ti ons under which the organi zati on may
22 retroactively cancel coverage due to nonpaynent
23 of premi um anending s. 641.3922, F.S.
24 revising the tine limts for an enpl oyee or
25 group nenber to apply for a converted contract
26 froma health nmai ntenance organi zati on when
27 term nation of group coverage is due to failure
28 of the enployer to pay the prem um revising
29 the requirenents for the prem umfor the
30 converted contract; providing an effective
31 dat e.
1
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Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsection (1) of section 627.6645, Florida
Statutes, is anended and subsection (5) is added to that
section to read:

627.6645 Notification of cancellation, expiration
nonrenewal , or change in rates. --

(1) Every insurer delivering or issuing for delivery a
group health insurance policy under the provisions of this
part shall give the policyhol der at |east 45 days' advance
notice of cancellation, expiration, nonrenewal, or a change in
rates. Such notice shall be nailed to the policyholder's | ast
address as shown by the records of the insurer. However, if
cancel lation is for nonpaynent of premium only the
requi rements of subsection (5)this—seectioen—shat-—mnot apply.
Upon recei pt of such notice, the policyholder shall forward,

as soon as practicable, the notice of expiration
cancel | ati on, or nonrenewal to each certificatehol der covered
under the policy.

(5) |If cancellation is due to nonpaynent of prem um

the insurer may not retroactively cancel the policy to a date

prior to the date that notice of cancellation was provided to

t he policyholder unless the insurer mails notice of

cancellation to the policyholder prior to 45 days after the

date the prem umwas due. Such notice nust be nailed to the

policyhol der's | ast address as shown by the records of the

insurer and may provide for a retroactive date of cancell ation

no earlier than mdnight of the date that the prem umwas due.
Section 2. Section 627.6675, Florida Statutes, 1998
Suppl enent, is anended to read:

2
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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
or nenber 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 terminated 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." A group insurer nmay neet the

requirenments of this section by contracting with anot her

insurer, authorized in this state, to issue an indivi dua

converted policy, which policy has been approved by the

departnment under s. 627.410. An enpl oyee 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.

(1) TIMELIMT.--Witten application for the converted
policy shall be nmade and the first prem umnust be paid to the
insurer, not later than 63 days after term nation of the group
policy. However, if termnation was the result of failure to

pay any required prem umor contribution and such nonpaynent

3
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of premiumwas due to acts of an enpl oyer or policyhol der

ot her than the enpl oyee or certificateholder, witten

application for the converted policy nust be nade and the

first premiumnust be paid to the insurer not later than 63

days after notice of termnation is mailed by the insurer or

t he enpl oyer, whichever is earlier, to the enpl oyee's or

certificateholder's | ast address as shown by the record of the

i nsurer or the enployer, whichever is applicable. In such case

of termination due to nonpaynent of prenium by the enpl oyer or

policyhol der, the premumfor the converted policy may not

exceed the rate for the prior group coverage for the period of

coverage under the converted policy prior to the date notice

of termination is nailed to the enpl oyee to certificatehol der

For the period of coverage after such date, the prem umfor

the converted policy is subject to the requirenents of

subsection (3).

(2) EVIDENCE OF | NSURABI LI TY. --The converted policy
shal | be issued without evidence of insurability.

(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
(b) Actual or expected experience under converted
policies may be conbined with such experience under group
policies for the purposes of deternmining prem um and | oss

4
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1| experience and establishing premumrate |evels for group
2 | coverage.
3 (c) The departnent shall annually determnine standard
4| risk rates, using reasonable actuarial techniques and
5| standards adopted by the departnment by rule. The standard risk
6 | rates nmust be deternined as foll ows:
7 1. Standard risk rates for individual coverage nust be
8 | determ ned separately for indemity policies, preferred
9 | provider/excl usive provider policies, and heal th mai ntenance
10 | organi zation contracts.
11 2. The departnent shall survey insurers and health
12 | nmai nt enance organi zations representing at | east an 80 percent
13 | market share, based on prem uns earned in the state for the
14 | nost recent cal endar year, for each of the categories
15| specified in subparagraph 1
16 3. Standard risk rate schedul es nust be determ ned
17 | conputed as the average rates charged by the carriers
18 | surveyed, giving appropriate weight to each carrier's
19 | statewi de nmarket share of earned preni uns.
20 4. The rate schedul e shall be deternined from anal ysis
21| of the one county with the |argest nmarket share in the state
22 | of all such carriers
23 5. The rate for other counties nust be deternined by
24 | using the weighted average of each carrier's county factor
25| relationship to the county determ ned i n subparagraph 4.
26 6. The rate schedule nust be determned for different
27 | age brackets and fanmily size brackets.
28 (4) EFFECTI VE DATE OF COVERAGE. --The effective date of
29 | the converted policy shall be the day follow ng the
30| term nation of insurance under the group policy.
31
5
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(5) SCOPE OF COVERAGE. - - The converted policy shal
cover the enployee or nenber and his or her dependents who
were covered by the group policy on the date of termination of
insurance. At the option of the insurer, a separate converted
policy may be issued to cover any dependent.

(6) OPTIONAL COVERAGE. --The insurer shall not be
required to issue a converted policy covering any person who
is or could be covered by Medicare. The insurer shall not be
required to issue a converted policy covering a person if
par agraphs (a) and (b) apply to the person

(a) If any of the followi ng apply to the person

1. The person is covered for simlar benefits by
anot her hospital, surgical, nedical, or major nedical expense
i nsurance policy or hospital or nedical service subscriber
contract or nedical practice or other prepaynent plan, or by
any other plan or program

2. The person is eligible for sinmlar benefits,
whet her or not actually provided coverage, under any
arrangenent of coverage for individuals in a group, whether on
an insured or uninsured basis.

3. Simlar benefits are provided for or are avail abl e
to the person under any state or federal |aw

(b) If the benefits provided under the sources
referred to in subparagraph (a)l. or the benefits provided or
avai |l abl e under the sources referred to in subparagraphs (a)2.
and 3., together with the benefits provided by the converted
policy, would result in overinsurance according to the
i nsurer's standards. The insurer's standards must bear sone
reasonabl e relationship to actual health care costs in the
area in which the insured lives at the tinme of conversion and

6
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nmust be filed with the departnent prior to their use in
denyi ng cover age.

(7) 1 NFORMATI ON REQUESTED BY | NSURER. - -

(a) A converted policy may include a provision under
which the insurer may request information, in advance of any
prem um due date, of any person covered thereunder as to
whet her:

1. The person is covered for simlar benefits by
anot her hospital, surgical, nedical, or major nedical expense
i nsurance policy or hospital or nedical service subscriber
contract or nedical practice or other prepayment plan or by
any other plan or program

2. The person is covered for simlar benefits under
any arrangenent of coverage for individuals in a group
whet her on an insured or uninsured basis.

3. Simlar benefits are provided for or are avail abl e
to the person under any state or federal |aw

(b) The converted policy may provide that the insurer
may refuse to renew the policy or the coverage of any person
only for one or nore of the foll owi ng reasons:

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 nisrepresentation in applying
for any benefits under the converted policy.

7
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4. O her reasons approved by the departnent.

(8) BENEFI TS OFFERED. - -

(a) An insurer shall not be required to issue a
converted policy that provides benefits in excess of those
provi ded under the group policy fromwhich conversion is nade.

(b) An insurer shall offer the benefits specified in
S. 627.668 and the benefits specified in s. 627.669 if those
benefits were provided in the group plan

(c) An insurer shall offer maternity benefits and
dental benefits if those benefits were provided in the group
pl an.

(9) PREEXI STI NG CONDI TI ON PROVI SI ON. - - The converted
policy shall not exclude a preexisting condition not excluded
by the group policy. However, the converted policy may provide
that any hospital, surgical, or nedical benefits payabl e under
the converted policy may be reduced by the anpbunt of any such
benefits payabl e under the group policy after the termnation
of covered under the group policy. The converted policy may
al so provide that during the first policy year the benefits
payabl e under the converted policy, together with the benefits
payabl e under the group policy, shall not exceed those that
woul d have been payabl e had the individual's insurance under
the group policy remained in force.

(10) REQUI RED OPTI ON FOR MAJOR MEDI CAL
COVERAGE. - - Subj ect to the provisions and conditions of this
part, the enployee or nenber shall be entitled to obtain a
converted policy providing maj or nedi cal coverage under a plan
neeting the foll owi ng requirenents:

(a) A maxi mum benefit equal to the | esser of the
policy limt of the group policy fromwhich the individua
converted or $500, 000 per covered person for all covered

8
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nedi cal expenses incurred during the covered person's
lifetinme.

(b) Paynent of benefits at the rate of 80 percent of
covered nedi cal expenses which are in excess of the
deductible, until 20 percent of such expenses in a benefit
period reaches $2,000, after which benefits will be paid at
the rate of 90 percent during the remainder of the contract
year unless the insured is in the insurer's case nmanagenent
program in which case benefits shall be paid at the rate of
100 percent during the renmminder of the contract year. For
t he purposes of this paragraph, "case nanagenent progrant
neans t he specific supervision and nanagenent of the nedica
care provided or prescribed for a specific individual, which
may include the use of health care providers designated by the
insurer. Paynent of benefits for outpatient treatnent of
mental illness, if provided in the converted policy, my be at
a lesser rate but not |ess than 50 percent.

(c) A deductible for each cal endar year that nust be
$500, $1, 000, or $2,000, at the option of the policyhol der

(d) The term"covered nedi cal expenses," as used in
this subsection, shall be consistent with those custonarily
of fered by the insurer under group or individual health
i nsurance policies but is not required to be identical to the
covered nedi cal expenses provided in the group policy from
whi ch the individual converted.

(11) ALTERNATI VE PLANS. --The insurer shall, in
addition to the option required by subsection (10), offer the
standard health benefit plan, as established pursuant to s.
627.6699(12). The insurer nay, at its option, also offer
alternative plans for group health conversion in addition to
the plans required by this section

9
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(12) RETI REMENT COVERAGE. --If coverage woul d be
conti nued under the group policy on an enpl oyee follow ng the
enpl oyee's retirement prior to the tinme he or she is or could
be covered by Medicare, the enployee nmay el ect, instead of
such continuation of group insurance, to have the sane
conversion rights as would apply had his or her insurance
terminated at retirenment by reason or termnation of
enpl oynent or nenber shi p.

(13) REDUCTI ON OF COVERAGE DUE TO MEDI CARE. - - The
converted policy may provide for reduction of coverage on any
person upon his or her eligibility for coverage under Medicare
or under any other state or federal |aw providing for benefits
simlar to those provided by the converted policy.

(14) CONVERSI ON PRI VI LEGE ALLOVWED. - - The conversion
privilege shall also be available to any of the follow ng:

(a) The surviving spouse, if any, at the death of the
enpl oyee or nenber, with respect to the spouse and the
chil dren whose coverages under the group policy term nate by
reason of the death, otherwi se to each surviving child whose
coverage under the group policy term nates by reason of such
death, or, if the group policy provides for continuation of
dependents' coverages follow ng the enpl oyee's or nenber's
death, at the end of such continuation

(b) The forner spouse whose coverage woul d ot herwi se
ternm nate because of annul nent or dissolution of marriage, if
the forner spouse is dependent for financial support.

(c) The spouse of the enpl oyee or nenber upon
term nation of coverage of the spouse, while the enpl oyee or
nmenber renmins insured under the group policy, by reason of
ceasing to be a qualified fam |y nenber under the group

10
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policy, with respect to the spouse and the children whose
coverages under the group policy termnate at the sane tine.

(d) Achild solely with respect to hinself or herself
upon ternination of his or her coverage by reason of ceasing
to be a qualified fam |y nmenber under the group policy, if a
conversion privilege is not otherwise provided in this
subsection with respect to such termination

(15) BENEFIT LEVELS.--1f the benefit |evels required
in subsection (10) exceed the benefit |evels provided under
the group policy, the conversion policy may offer benefits
which are substantially sinmlar to those provided under the
group policy in lieu of those required in subsection (10).

(16) GROUP COVERAGE | NSTEAD OF | NDI VI DUAL
COVERAGE. - - The insurer nmay elect to provide group insurance
coverage instead of issuing a converted individual policy.

(17) NOTIFICATION.--A notification of the conversion
privilege shall be included in each certificate of coverage.
The insurer shall mail an election and prem umnotice form
i ncluding an outline of coverage, on a form approved by the
departnment, within 14 days after an individual who is eligible
for a converted policy gives notice to the insurer that the
i ndividual is considering applying for the converted policy or
ot herwi se requests such information. The outline of coverage
nmust contain a description of the principal benefits and
coverage provided by the policy and its principal exclusions
and limtations, including, but not limted to, deductibles
and coi nsur ance.

(18) QUTSI DE CONVERSI ONS. -- A converted policy that is
delivered outside of this state nust be on a formthat could
be delivered in the other jurisdiction as a converted policy
had the group policy been issued in that jurisdiction

11
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(19) APPLICABILITY.--This section does not require
conversion on termnation of eligibility for a policy or
contract that provides benefits for specified diseases, or for
accidental injuries only, disability incone, Medicare
suppl enent, hospital indemity, limted benefit,
nonconventional, or excess policies.

(20) Nothing in this section or in the incorporation
of it into insurance policies shall be construed to require
insurers to provide benefits equal to those provided in the
group policy fromwhich the individual converted, provided,
however, that conprehensive benefits are offered which shal
be subject to approval by the |Insurance Conm ssioner

Section 3. Section 641.3108, Florida Statutes, is
amended to read:

641. 3108 Notice of cancellation of contract.--

(1) Except for nonpaynent of prem umor termnation of
eligibility, no health nmaintenance organi zati on may cancel or
otherwi se termnate or fail to renew a heal th mai ntenance
contract without giving the subscriber at |east 45 days
notice in witing of the cancellation, termination, or
nonrenewal of the contract. The witten notice shall state the
reason or reasons for the cancellation, term nation, or
nonrenewal . All health mai ntenance contracts shall contain a
cl ause which requires that this notice be given.

(2) |If cancellation is due to nonpaynent of prem um

t he heal th nai nt enance organi zati on nay not retroactively

cancel the contract to a date prior to the date that notice of

cancel l ation was provided to the subscriber unless the

organi zation mails notice of cancellation to the subscri ber

prior to 45 days after the date the prem umwas due. Such

notice nust be nmailed to the subscriber's | ast address as

12
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1| shown by the records of the organization and may provide for a
2| retroactive date of cancellation no earlier than nidnight of
3| the date that the prenm umwas due.
4 (3) In the case of a health naintenance contract
5] issued to an enpl oyer or person holding the contract on behal f
6 | of the subscriber group, the health naintenance organi zation
7 | may nmake the notification through the enployer or group
8 | contract holder, and, if the health naintenance organization
9| elects to take this action through the enployer or group
10 | contract holder, the organization shall be deened to have
11| conplied with the provisions of this section upon notifying
12 | the enpl oyer or group contract holder of the requirenents of
13 | this section and requesting the enployer or group contract
14 | holder to forward to all subscribers the notice required
15 | herein.
16 Section 4. Subsection (1) of section 641.3922, Florida
17 | Statutes, 1998 Supplenent, is anended to read:
18 641. 3922 Conversion contracts; conditions.--I|ssuance
19 | of a converted contract shall be subject to the follow ng
20 | condi ti ons:
21 (1) TIMELIMT.--Witten application for the converted
22 | contract shall be nade and the first premumpaid to the
23 | health mai ntenance organi zation not |later than 63 days after
24 | such term nati on. However, if term nation was the result of
25| failure to pay any required prem umor contribution and such
26 | nonpaynent of prem umwas due to acts of an enpl oyer or group
27 | contract hol der other than the enpl oyee or individua
28 | subscriber, witten application for the contract nust be made
29 | and the first prem umnust be paid not later than 63 days
30| after notice of ternmination is nmmiled by the organi zati on or
31| the enployer, whichever is earlier, to the enpl oyee's or

13
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1| individual's |ast address as shown by the record of the
2 | organi zati on or the enpl oyer, whichever is applicable. In such
3| case of ternination due to non-paynent of prenmiumby the
4 | enpl oyer or group contract holder, the prem umfor the
5| converted contract nay not exceed the rate for the prior group
6 | coverage for the period of coverage under the converted
7| contract prior to the date notice of termnation is mailed to
8 | the enpl oyee or individual subscriber. For the period of
9| coverage after such date, the premumfor the converted
10| contract is subject to the requirenents of subsection (3).
11 Section 5. This act shall take effect October 1, 1999,
12 | and shall apply to policies and contracts issued or renewed on
13 | or after that date.
14
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