Florida Senate - 2001 SB 1210

By Senator Latvala

19-1177A-01

1 A bill to be entitled

2 An act relating to health insurance; anending

3 S. 627.410, F.S.; requiring certain group

4 certificates for health insurance coverage to

5 be subject to the requirenents for individua

6 heal th i nsurance policies; exenpting group

7 heal th i nsurance policies insuring groups of a

8 certain size fromrate filing requirenents;

9 providing alternative rate filing requirenents
10 for insurers with I ess than a specified nunber
11 of nationw de policyhol ders or nenbers;

12 anending s. 627.411, F.S.; revising the grounds
13 for the disapproval of insurance policy forns;
14 providing that a health insurance policy form
15 may be disapproved if it results in certain

16 rate increases; specifying all owabl e new

17 busi ness rates and renewal rates if rate

18 i ncreases exceed certain |evels; authorizing

19 t he Departnent of Insurance to deternine

20 nedi cal trend for purposes of approving rate

21 filings; anmending s. 627.6487, F.S.; revising
22 the types of policies that individual health

23 insurers nust offer to persons eligible for

24 guar ant eed individual health insurance

25 coverage; prohibiting individual health

26 i nsurers from appl ying discrininatory

27 underwiting or rating practices to eligible

28 i ndi vidual s; anending s. 627.6515, F.S.

29 requiring that coverage issued to a state

30 resident under certain group health insurance
31 policies issued outside the state be subject to
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1 the requirenents for individual health

2 i nsurance policies; anmending s. 627.6699, F.S.
3 revising definitions used in the Enpl oyee

4 Health Care Access Act; allowing carriers to

5 separate the experience of small enployer

6 groups with fewer than two enpl oyees; revising
7 the rating factors that may be used by snal

8 enpl oyer carriers; anending s. 627.6741, F.S.

9 requiring that insurers offer Medicare

10 suppl enent policies to certain individuals;

11 anmending s. 627.9408, F.S.; authorizing the

12 departnment to adopt by rule certain provisions
13 of the Long-Term Care |Insurance Mbde

14 Regul ati on, as adopted by the Nationa

15 Associ ati on of | nsurance Conm SSioners;

16 anending s. 641.31, F.S.; exenpting contracts
17 of group heal th nmi ntenance organi zati ons

18 covering a specified nunber of persons fromthe
19 requirenents of filing with the departnent;

20 speci fying the standards for departnent

21 approval and di sapproval of a change in rates
22 by a heal th nai nt enance organi zation; providing
23 alternative rate filing requirenents for

24 organi zations with |l ess than a specified nunber
25 of subscribers; providing an effective date.

26

27| Be It Enacted by the Legislature of the State of Florida:
28

29 Section 1. Subsection (1) and paragraph (a) of
30 | subsection (6) of section 627.410, Florida Statutes, are
31
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1| anended, and paragraph (f) is added to subsection (7) of that
2| section, to read

3 627.410 Filing, approval of forns.--

4 (1) No basic insurance policy or annuity contract

5| form or application formwhere witten application is

6| required and is to be nade a part of the policy or contract,

7] or group certificates issued under a master contract delivered
8|linthis state, or printed rider or endorsenent formor form of
9| renewal certificate, shall be delivered or issued for delivery
10|l in this state, unless the formhas been filed with the

11 | departnent at its offices in Tallahassee by or in behalf of

12 | the insurer which proposes to use such form and has been

13 | approved by the departnment. This provision does not apply to
14 | surety bonds or to policies, riders, endorsenents, or forms of
15 | uni que character which are designed for and used with rel ation
16 | to insurance upon a particular subject (other than as to

17 | health insurance), or which relate to the manner of

18 | distribution of benefits or to the reservation of rights and
19 | benefits under life or health insurance policies and are used
20| at the request of the individual policyhol der, contract

21| holder, or certificateholder. As to group insurance policies
22 | effectuated and delivered outside this state but covering

23 | persons resident in this state, the group certificates to be
24 | delivered or issued for delivery in this state shall be filed
25| with the departnment for information purposes only, except that
26 | group certificates for health insurance coverage, as described
271 in s. 627.6561(5)(a)2., which require individual underwiting
28 | to deternmine coverage eligibility or premumrates to be

29 | charged, shall be considered policies issued on an individua
30| basis and are subject to and nust conply with the Florida

31
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| nsurance Code in the sane nmanner as individual health

i nsurance policies issued in this state.

(6)(a) An insurer shall not deliver or issue for
delivery or renewin this state any health insurance policy
formuntil it has filed with the departnent a copy of every
applicable rating nmanual, rating schedule, change in rating
manual , and change in rating schedule; if rating manual s and
rati ng schedul es are not applicable, the insurer nmust file
with the departnent applicable premumrates and any change in
applicable premumrates. This paragraph does not apply to

group health insurance policies insuring groups of 51 or nore

persons, except for Medicare supplenent insurance, long-term

care insurance, and any coverage under which the increase in

claimcosts over the lifetine of the contract due to advanci ng

age or duration is prefunded in the prem um

(7)

(f) Insurers with fewer than 1,000 nati onw de

policyhol ders or insured group nenbers or subscribers covered

under any formor pooled group of forns with health insurance

coverage, as described in s. 627.6561(5)(a)2., excluding

Medi care suppl enent insurance coverage under part VIII, at the

time of arate filing nmade pursuant to subparagraph (b)1., nay

file for an annual rate increase linmted to nedical trend as
adopted by the departnent pursuant to s. 627.411(4). The
filingis inlieu of the actuarial nmenorandumrequired for a

rate filing prescribed by paragraph (6)(b). The filing nust

i nclude forns adopted by the departnent and a certification by

an officer of the conpany that the filing includes all simlar

forns.
Section 2. Section 627.411, Florida Statutes, is
amended to read:
4
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627.411 G ounds for disapproval.--

(1) The departnent shall disapprove any formfiled
under s. 627.410, or withdraw any previ ous approval thereof,
only if the form

(a) Is in any respect in violation of, or does not
conply with, this code

(b) Contains or incorporates by reference, where such
i ncorporation is otherw se perm ssible, any inconsistent,
anbi guous, or nisleading clauses, or exceptions and conditions
whi ch deceptively affect the risk purported to be assuned in
t he general coverage of the contract.

(c) Has any title, heading, or other indication of its
provi sions which is m sl eading.

(d) Is printed or otherw se reproduced in such manner
as to render any material provision of the formsubstantially
illegible.

(e) Is for health insurance, and:

1. Provides benefits that whieh are unreasonable in
relation to the prem um charged; ;-

2. Contains provisions that whieh are unfair or
i nequitable or contrary to the public policy of this state or
t hat whieh encourage mi srepresentation; ;—efr

3. Contains provisions that whieh apply rating

practices that whiehresutHt—inpremumescatations—that—are

not—vi-able—for—the—potieyhotder—rarket—or result in unfair
di scrimnation pursuant to s. 626.9541(1)(g) 2. ; irnr——sales

practices—

4, Results in an actuarially justified rate increase

that includes the insurer reducing the portion of the prem um

used to pay clains fromthe loss-ratio standard certified in

the last actuarial certification filed by the insurer, which
5
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rate increase is in excess of the actuarially justified rate

i ncrease without such |loss-ratio change, by an anpunt

exceedi ng the greater of 50 percent of annual nedical trend or

5 percent,
5. Results in an actuarially justified rate increase

that includes the insurer changing established rate

rel ati onshi ps between insureds or types of coverage, which

rate increase is in excess of the actuarially justified rate

i ncrease without such relationship change, to any insured by

an anount exceeding the greater of 50 percent of annua

nedi cal trend or 5 percent;

6. Results in an actuarially justified rate increase

that is in excess of the greater of 150 percent of annua

nedical trend or 10 percent attributed to the insurer not

conplying with the annual filing requirenments of s. 627.410(7)

or departnent rule adopted under s. 641.31; or

7. Results in an actuarially justified rate increase

that is in excess of the greater of 150 percent of annua

nedi cal trend or 10 percent on a formor block of pooled forns

in which no formis currently available for sale.

(f) Excludes coverage for hunman i mmunodefi ci ency virus
i nfection or acquired i mune deficiency syndrone or contains
limtations in the benefits payable, or in the terns or
condi tions of such contract, for human i mrunodeficiency virus
i nfection or acquired i nmune deficiency syndrone which are
di fferent than those which apply to any ot her sickness or
nmedi cal condition

(2) In determning whether the benefits are reasonabl e
inrelation to the prem um charged, the departnent, in
accordance with reasonabl e actuarial techniques, shal
consi der:

6
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(a) Past |oss experience and prospective |oss
experience within and wi thout this state.

(b) Allocation of expenses.

(c) Risk and contingency margins, along with
justification of such margins.

(d) Acquisition costs.

(3) If the renewal rate increase to existing insureds

at the tine of the rate filing would exceed the indicated

| evel s based on the conditions in subparagraph (1)(e)4.,

subparagraph (1)(e)5., or subparagraph (1)(e)6., the insurer

may file for approval of a higher new business rate schedul e

for new insureds and a rate i ncrease of the ampunt that is

actuarially justified by the aggregate data w thout such

condition, plus the greater of 50 percent of annual nedica

trend or 5 percent for existing insureds. Future annual rate

increases for the existing insureds at the tinme of the

exercise of this provisionis limted to the greater of 150

percent of the rate increase approved for new i nsureds, the

greater of 150 percent of nedical trend, or 10 percent, unti

the rate schedul es converge. The application of this
subsection is not a violation of s. 627.410(6)(d).

(4) |If arate filing changes the established rate

rel ati onshi p between insureds, the aggregate effect of such

change shall be revenue neutral. The change to the new

relationship shall be phased in over a period not to exceed 3

years, as approved by the departnent.

(5) |In deternmining nedical trend for application of

subparagraphs (1)(e)4., 5., 6., and 7., the departnent shal

sem annual ly deternine nedical trend for each health care

mar ket, using reasonabl e actuarial techni ques and standards.

7
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1| The trend nust be adopted by the departnent by rule and

2| deternined as foll ows:

3 (a) Trend nust be determ ned separately for nedica

4 | expense; preferred provider organi zati on; Medi care suppl enent;
5| heal th nmmi nt enance organi zati on; and ot her coverage for

6| individual, snmall group, and | arge group, where applicabl e.

7 (b) The departnent shall survey insurers and health

8 | mai nt enance organi zations currently issuing products and

9| representing at |east an 80-percent narket share based on

10 | premiuns earned in the state for the npst recent cal endar year
11| for each of the categories specified in paragraph (a).

12 (c) Trend nust be conputed as the average annua

13 | nedical trend approved for the carriers surveyed, giving

14 | appropriate weight to each carrier's statew de market share of
15 | earned preni uns.

16 (d) The annual trend is the annual change in clains

17 | cost per unit of exposure. Trend includes the conbi ned effect

18 | of nedical provider price changes, new nedi cal procedures, and
19 | technol ogy and cost shifting.

20 Section 3. Subsections (4) and (8) of section

21| 627.6487, Florida Statutes, are anended to read:

22 627.6487 G@uaranteed availability of individual health

23 | i nsurance coverage to eligible individuals.--

24 (4)(a) The health insurance issuer may elect to limt

25| the coverage offered under subsection (1) if the issuer offers
26 | at least two different policy forns of health insurance

27 | coverage, both of which

28 1. Are designed for, nmade generally avail able to,

29 | actively marketed to, and enroll both eligible and other

30 | individuals by the issuer; and

31 2. Meet the requirenent of paragraph (b).

8
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For purposes of this subsection, policy fornms that have
di fferent cost-sharing arrangenents or different riders are
considered to be different policy forns.

(b) The requirenent of this subsection is net for
heal t h i nsurance coverage policy forns offered by an issuer in
the individual market if the issuer offers the basic and
standard health benefit plans as established pursuant to s.

627. 6699(12) . poHey—Fforas—for—indi-vi-duvat—heatth—insurance

(8) This section does not:
(a) Restrict the issuer fromapplying the sane

nondi scrimnatory underwiting and rating practices that are

applied by the issuer to other individuals applying for

cover age amptnt—of—the—premumrates—that—an—issuer—may—charge
an—indi-vi-dual—for—ndi-vi-dual—heal-th—nsurance—coverage; or

(b) Prevent a health insurance issuer that offers

i ndi vi dual health insurance coverage from establishing prem um
di scounts or rebates or nodifying otherw se applicable
copaynents or deductibles in return for adherence to prograns
of health pronotion and di sease prevention

Section 4. Subsection (9) is added to section
627.6515, Florida Statutes, to read

627.6515 Qut-of-state groups.--

9
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(9) Notwithstandi ng any other provision of this

section, any group health i nsurance policy or group

certificate for health insurance, as described in s.
627.6561(5)(a)2., which is issued to a resident of this state
and requires individual underwiting to deternine coverage

eligibility or premiumrates to be charged shall be consi dered

a policy issued on an individual basis and is subject to and

nmust conply with the Florida Insurance Code in the sane nmanner

as individual insurance policies issued in this state.

Section 5. Paragraphs (i) and (n) of subsection (3)
and paragraph (b) of subsection (6) of section 627. 6699,

Fl ori da Statutes, are anended to read

627.6699 Enpl oyee Health Care Access Act.--

(3) DEFINITIONS.--As used in this section, the term

(i) "Established geographic area" neans the county or
count i es;—er—anhy—potrtion—of—a—county—or——counrties-w t hi n whi ch
the carrier provides or arranges for health care services to
be available to its insureds, nenbers, or subscribers.

(n) "Mdified community rating" neans a nethod used to
devel op carrier prem uns which spreads financial risk across a
| arge popul ation; allows the use of separate rating factors
for age, gender, fam |y conposition, tobacco usage, and
geogr aphi c area as deterni ned under paragraph (5)(j); and

al | ows adj ust nent s for:—ctarnws—experience;—heatth—status—or

and adm ni strative and acqui sition expenses as pernitted under
subparagraph (6)(b)5. A carrier may separate the experience of

smal | enpl oyer groups with less than two eligible enpl oyees

fromthe experience of snall enployer groups with two through

50 eligible enpl oyees.
(6) RESTRI CTI ONS RELATI NG TO PREM UM RATES. - -
10
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(b) For all small enployer health benefit plans that
are subject to this section and are issued by small enpl oyer
carriers on or after January 1, 1994, prenmiumrates for health
benefit plans subject to this section are subject to the
fol | owi ng:

1. Small enployer carriers nmust use a nodified
community rating nethodol ogy in which the premiumfor each
smal | enpl oyer nmust be determ ned solely on the basis of the
eligible enpl oyee's and eligible dependent's gender, age,
fam |y conposition, tobacco use, or geographic area as
det ermi ned under paragraph (5)(j) and in which the pren um may
be adjusted as permitted by subparagraphs 6.5-and 7.6

2. Rating factors related to age, gender, fanily
conposi tion, tobacco use, or geographic |ocation nay be
devel oped by each carrier to reflect the carrier's experience.
The factors used by carriers are subject to departnment review
and approval .

3. |If the nodified conmunity rate is deternined from

two experience pools as authorized by paragraph (5)(n), the

rate to be charged to snmall enpl oyer groups of |less than two

eligible enpl oyees may not exceed 150 percent of the rate

determ ned for groups of two through 50 eligible enpl oyees;

however, the carrier may charge excess | osses of the

| ess-than-two-eligi bl e-enpl oyee experience pool to the

experience pool of the two through 50 eligible enpl oyees so

that all |osses are allocated and the 150-percent rate lint

on the | ess-than-two-eligi bl e-enpl oyee experience pool is

nmai nt ai ned.

4.3— Smal| enployer carriers may not nodify the rate
for a snmall enployer for 12 nonths fromthe initial issue date
or renewal date, unless the conposition of the group changes

11
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or benefits are changed. However, a snmall enployer carrier may
nodify the rate one tine prior to 12 nonths after the initial

i ssue date for a small enployer who enrolls under a previously
i ssued group policy that has a conmon anniversary date for al
enpl oyers covered under the policy if:

a. The carrier discloses to the enployer in a clear
and conspi cuous nanner the date of the first renewal and the
fact that the premium may increase on or after that date.

b. The insurer denpbnstrates to the departnent that
efficiencies in adm nistration are achieved and reflected in
the rates charged to small enpl oyers covered under the policy.

5.4~ A carrier may issue a group health insurance
policy to a small enpl oyer health alliance or other group
association with rates that reflect a premumcredit for
expense savings attributable to admnistrative activities
bei ng perforned by the alliance or group association if such
expense savings are specifically docunented in the insurer's
rate filing and are approved by the departnent. Any such
credit may not be based on different norbidity assunptions or
on any other factor related to the health status or clains
experience of any person covered under the policy. Nothing in
thi s subparagraph exenpts an alliance or group association
fromlicensure for any activities that require |icensure under
the insurance code. A carrier issuing a group health insurance
policy to a small enpl oyer health alliance or other group
associ ation shall allow any properly |licensed and appoi nted
agent of that carrier to market and sell the small enpl oyer
health alliance or other group association policy. Such agent
shal |l be paid the usual and customary comission paid to any
agent selling the policy.

12
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23
24 | after—thereport—is—sent—to—thedepartnent—For—any—subseguent
25 . . . . .

26
27
28

29 | adjustrents—A smal |l enpl oyer carrier may provide a credit to
30| a small enployer's prem um based on administrative and

31| acquisition expense differences resulting fromthe size of the
13
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group. Group size adninistrative and acquisition expense
factors may be devel oped by each carrier to reflect the
carrier's experience and are subject to departnment review and
approval .

7.6— A smal| enployer carrier rating nethodol ogy may
i nclude separate rating categories for one dependent child,
for two dependent children, and for three or nore dependent
children for famly coverage of enpl oyees having a spouse and
dependent children or enpl oyees havi ng dependent children
only. A small enployer carrier may have fewer, but not
greater, nunbers of categories for dependent children than
t hose specified in this subparagraph

8.7- Smal| enployer carriers may not use a conposite
rating nethodology to rate a small enployer with fewer than 10
enpl oyees. For the purposes of this subparagraph, a "conposite
rating nethodol ogy" neans a rating nethodol ogy that averages
the inpact of the rating factors for age and gender in the
prem uns charged to all of the enployees of a small enployer.

Section 6. Subsection (1) of section 627.6741, Florida
Statutes, is anended 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, w thout conditioning the issuance
or effectiveness of the policy on, and w thout 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,
or under 65 years of age and eligible for Medicare by reason

of disability,and who resides in this state, upon the request
14
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of the individual during the 6-nonth period beginning with the
first nonth in which the individual has attained 65 years of
age and is enrolled in Medicare part B, or the first nonth in

which the individual is eligible for Medicare by reason of

disability and is enrolled in Medicare part B; or

(b) To any individual who is 65 years of age or ol der,
or under 65 years of age and eligible for Medicare by reason

of disability,and is enrolled in Medicare part B, who resides

in this state, upon the request of the individual during the
2-nmonth period following term nati on of coverage under a group
heal t h i nsurance policy.

A Medi care suppl enent policy issued to an individual under
paragraph (a) or paragraph (b) nmay not exclude benefits based
on a preexisting 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
coverage. Paragraphs (a) and (b) do not apply to end-stage

renal di sease beneficiaries before they attain 65 years of

age. For those individuals otherw se eligible under paragraph

(a) or paragraph (b) who first enrolled in Medicare part B

before July 1, 2001, the 6-nonth period shall begin on July 1,

2001. A Medicare supplenental policy issued to an individua

under paragraph (a) or paragraph (b) who is |less than 65 years

of age and who is eligible for Medicare by reason of

disability shall be issued at the premiumrate for persons 65

years of age

Section 7. Section 627.9408, Florida Statutes, is
amended to read:

627.9408 Rules.--

15
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1 (1) The department nmay has—authert+ty—+to adopt rules

2 | pursuant to ss. 120.536(1) and 120.54 to adnmini ster imptenrent

3 | the—provistoens—of this part.

4 (2) The departnent may adopt by rule the provisions of

5] the Long-Term Care | nsurance Mbdel Regul ati on adopted by the

6 | Nati onal Association of Insurance Conmni ssioners in the second

7 | quarter of the year 2000 which are not in conflict with the

8 | Florida Insurance Code.

9 Section 8. Paragraphs (b) and (d) of subsection (3) of
10 | section 641.31, Florida Statutes, are anended, and paragraph
11 ] (f) is added to that subsection, to read:

12 641. 31 Heal th mai ntenance contracts. --

13 (3)

14 (b) Any change in the rate is subject to paragraph (d)
15| and requires at |east 30 days' advance witten notice to the
16 | subscriber. In the case of a group nenber, there may be a

17 | contractual agreenment with the health nmmi ntenance organization
18 | to have the enpl oyer provide the required notice to the

19 | i ndi vidual nenbers of the group. This paragraph does not apply
20| to a group contract covering 51 or nore persons unless the

21 | rate is for any coverage under which the increase in claim

22 | costs over the lifetine of the contract due to advanci ng age
23| or duration is prefunded in the prem um

24 (d) Any change in rates charged for the contract nust
25| be filed with the departnent not | ess than 30 days in advance
26 | of the effective date. At the expiration of such 30 days, the
27 | rate filing shall be deened approved unless prior to such tine
28 | the filing has been affirmatively approved or disapproved by
29 | erder—of the departnent pursuant to s. 627.411. The approval
30| of the filing by the departnent constitutes a waiver of any

31| unexpired portion of such waiting period. The departnent may

16
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extend by not nore than an additional 15 days the period
within which it may so affirmatively approve or di sapprove any
such filing, by giving notice of such extension before
expiration of the initial 30-day period. At the expiration of
any such period as so extended, and in the absence of such
prior affirmative approval or disapproval, any such filing
shal | be deened approved.

(f) A health maintenance organi zation with fewer than

1, 000 covered subscribers under all individual or group

contracts, at the tine of arate filing, may file for an

annual rate increase limted to annual nedical trend, as

adopted by the departnent. The filing is in lieu of the

actuari al nmenorandum ot herwi se required for the rate filing.

The filing nmust include forns adopted by the departnent and a

certification by an officer of the conpany that the filing

i ncl udes all simlar forns.
Section 9. This act shall take effect July 1, 2001.
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SENATE SUMVARY

Revi ses various provisions of the Florida | nsurance Code
relating to health insurance. Revises requirenents for
%roup i hsurance policies issued outside the state.

Aut hori zes certain insurers to file for annual rate

i ncreases based on nedical trend, Provides requirenents
for the Departnent of Insurance in determnin [

Access Act. Authorizes carriers to revise the facto
used to establish premumrates, Requires insurers
i ssue Medicare supplenent_B

years. of age who are eligi
disability. Authorizes cert
organi zations to file for r
trend. (See bill for detai
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trend. Revises provisions of the Enpl oyee Health Care
rs
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licies to persons under 65

e for Medicare by reason of
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CODING:Words st+ieken are del etions; words underlined are additions.




