Fl ori da House of Representatives - 2002 HB 1257
By Representative Berfield

1 A bill to be entitled

2 An act relating to health insurance; making

3 | egislative findings and providing | egislative
4 intent; providing definitions; providing for a
5 pilot programfor health flex plans for certain
6 uni nsured persons; providing criteria;

7 exenpti ng approved health flex plans from

8 certain licensing requirenents; providing

9 criteria for eligibility to enroll in a health
10 flex plan; requiring health flex plan providers
11 to maintain certain records; providing

12 requi renents for denial, nonrenewal, or

13 cancel | ation of coverage; specifying that

14 coverage under an approved health flex plan is
15 not an entitlenent; providing for civil actions
16 agai nst health plan entities by the Agency for
17 Heal th Care Admi nistration under certain

18 ci rcunstances; requiring the Agency for Health
19 Care Administration and the Departnment of
20 | nsurance to review the pil ot program and
21 submt a report to the Legislature; providing
22 for future repeal; anmending s. 627.410, F. S
23 requiring certain group certificates for health
24 i nsurance coverage to be subject to the
25 requi rements for individual health insurance
26 policies; exenpting group health insurance
27 policies insuring groups of a certain size from
28 rate filing requirenents; providing alternative
29 rate filing requirenents for insurers with | ess
30 than a specified nunber of nationw de
31 policyhol ders or nenbers; anmending s. 627.411
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1 F.S.; revising the grounds for the disapprova

2 of insurance policy fornms; providing that a

3 heal t h i nsurance policy form nmay be disapproved
4 if it results in certain rate increases;

5 speci fying al |l owabl e new busi ness rates and

6 renewal rates if rate increases exceed certain
7 | evel s; authorizing the Departnent of I|nsurance
8 to determine nedical trend for purposes of

9 approving rate filings; anmending s. 627.6475,
10 F.S.; revising criteria for reinsuring

11 i ndi vidual s under an individual health

12 rei nsurance program anending s. 627. 6515,

13 F.S.; requiring that coverage issued to a state
14 resi dent under certain group health insurance
15 policies issued outside the state be subject to
16 the requirenents for individual health

17 i nsurance policies; anmending s. 627.667, F.S.
18 del eting an exception to an extension of

19 benefits application provision for out of state
20 group policies; amending s. 627.6692, F.S.
21 extending a tine period for prem um paynent for
22 continuation of coverage; anending s. 627.6699,
23 F.S.; revising definitions; allowing carriers
24 to separate the experience of small enpl oyer
25 groups with fewer than two enpl oyees;
26 aut hori zing certain small enpl oyers to enrol
27 with alternate carriers under certain
28 circunstances; revising the rating factors that
29 may be used by snmall enployer carriers
30 del eting a prohibition against charging certain
31 adjustnments in rates to individual enployees or
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1 dependents; revising certain criteria of the

2 smal | enpl oyer health rei nsurance program

3 requiring the Insurance Comi ssi oner to appoint
4 a health benefit plan conmittee to nodify the
5 standard, basic, and limted health benefit

6 pl ans; revising the disclosure that a carrier
7 nmust rmake to a small enpl oyer upon offering

8 certain policies; prohibiting small enpl oyer

9 carriers fromusing certain policies,

10 contracts, forns, or rates unless filed with
11 and approved by the Departnent of |nsurance

12 pursuant to certain provisions; restricting

13 application of certain laws to linmted benefit
14 policies under certain circunstances;

15 authorizing offering or delivering linted

16 benefit policies or contracts to certain

17 enpl oyers; providing requirenents for benefits
18 inlimted benefit policies or contracts for
19 smal | enpl oyers; anending s. 627.911, F.S.
20 i ncl udi ng heal th nmai nt enance organi zati ons
21 under certain information reporting
22 requi renments; anmending s. 627.9175, F.S.
23 revising health insurance reporting
24 requi rements for insurers; anending s.
25 627.9403, F.S.; clarifying application of
26 exceptions to certain long termcare insurance
27 policy requirenents for certain limted benefit
28 policies; amending s. 627.9408, F.S.
29 aut hori zing the departnent to adopt by rule
30 certain provisions of the Long-Term Care
31 | nsurance Mbdel Regul ation, as adopted by the

3
CODING:Words st+ieken are deletions; words underlined are additions.




Fl ori da House of Representatives - 2002 HB 1257
752-113-02

1 Nati onal Association of |nsurance

2 Conmi ssi oners; anending s. 641.31, F.S.

3 exenpting contracts of group health mai ntenance

4 organi zations covering a specified nunber of

5 persons fromthe requirements of filing with

6 t he departnent; specifying the standards for

7 departnment approval and di sapproval of a change

8 in rates by a health mmi ntenance organization

9 providing alternative rate filing requirenents

10 for organi zations with less than a specified

11 nunber of subscribers; anending s. 641.3111

12 F.S.; revising extension of benefits

13 requi rements for group health maintenance

14 contracts; providing an effective date.

15

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

17

18 Section 1. Health flex plans.--

19 (1) INTENT.--The Legislature finds that a significant
20| portion of state residents are not able to obtain affordable
21| health insurance coverage. Therefore, it is the intent of the
22 | Legislature to expand the availability of health care options
23| for | ower-incone uninsured state residents by encouragi ng

24 | health insurers, health maintenance organi zations, health care
25 | provi der-sponsored organi zations, |ocal governnents, health
26 | care districts, and other public or private community-based
27 | organi zations to devel op alternative approaches to traditiona
28 | health insurance whi ch enphasi ze coverage for basic and

29 | preventive health care services. To the maxi num extent

30 | possible, these options should be coordinated with existing
31| governnental or conmunity-based health services prograns in a
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manner that is consistent with the objectives and requirenents

of such prograns.
(2) DEFINITIONS.--As used in this section, the term
(a) "Agency" neans the Agency for Health Care

Adnmi ni stration.

(b) "Departnent" neans the Departnent of |nsurance.

(c) "Enrollee" neans an individual who has been

determined eligible for and is receiving health benefits under

a health flex plan approved under this section

(d) "Health care coverage" or "health flex plan

coverage" neans health care services covered as benefits under

an approved health flex plan or otherw se provided, directly

or through arrangenents with other persons, by neans of health

flex plan health care services on a prepaid per capita basis

or on a prepaid aggregate fixed-sum basi s.

(e) "Health flex plan" nmeans a health pl an devel oped

and i npl enented by a health insurer, health maintenance

organi zation, health care provider-sponsored organization

| ocal governnent, health care district, or other public or

private conmunity-based organi zati on which is responsible for

admi ni stering such plan and paying all clains for coverage

under the plan by enrollees of the plan, which plan is

approved under subsection (3) and guar antees paynent for

specified health care coverage provided to the enrol |l ee under

t he pl an.
(3) PILOT PROGRAM --The agency and the depart nent
shal | each approve or di sapprove health flex plans that

provide health care coverage for eligible participants

residing in the three service areas of the state having the

hi ghest nunber of uninsured residents as identified in the

Florida Health I nsurance Study conducted by the agency. A
5
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1| health flex plan may limt or exclude benefits otherw se

2| required by law for insurers offering coverage in this state,
3| cap the total anobunt of clains paid per year per enrollee, or
4| 1limt the nunber of enrollees covered.

5 (a) The agency shall devel op guidelines for the review
6| of health flex plan applications and shall not approve, or

7 | shall withdraw approval of, any plan that does not neet, or

8| that no longer neets, mninumquality of care standards and

9| access to care standards.

10 (b) The departnent shall devel op guidelines for the

11 | review of health flex plan applications and shall not approve,
12 | or shall withdraw approval of, any plan that:

13 1. Contains any anbi guous, inconsistent, or m sl eading
14 | provisions or any exceptions or conditions that deceptively
15| affect or limt the benefits purported to be assuned in the
16 | general coverage provided by the health flex plan

17 2. Provides benefits that are unreasonable in relation
18 | to the premiumcharged, contain provisions that are unfair or
19 | inequitable or contrary to the public policy of this state,
20 | that encourage misrepresentation, or that result in unfair

21 | discrimnation in sales practices; or

22 3. Cannot denpnstrate that the health flex plan is

23| financially sound and that the applicant has the ability to
24 | underwite or finance the health care coverage provided.

25 (4) LICENSE NOT REQUI RED. --A health flex plan approved
26 | under this section shall not be subject to the |icensing

27 | requirenents of the Florida | nsurance Code or chapter 641,

28| Florida Statutes, relating to health nai ntenance

29 | organi zati ons, unless expressly nmade applicable. However, for
30 | the purposes of prohibiting unfair trade practices, health

31| flex plans shall be considered insurance subject to the
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appl i cabl e provisions of part | X of chapter 626, Florida

Statutes, except as otherwi se provided in this section
(5) ELIGBILITY.--Eligibility to enroll in an approved
health flex plan is limted to Florida residents who:

(a) Are less than 65 years of age;

(b) Have a famly incone equal to or |less than 200

percent of the federal poverty |evel;

(c) Are not covered by a private insurance policy and

are not eligible for coverage through a public health

i nsurance program such as Medicare or Medicaid or another

public health care program including, but not limted to,

Ki dCare; and have not been covered at any tine during the

precedi ng 6 nonths; and

(d) Have applied for health care benefits through an

approved health flex plan and agree to nake any paynents

required for participation, including, but not limted to,

periodi c paynents or paynents due at the tine health care

servi ces are provided.
(6) RECORDS. --Every health flex plan shall nmintain
enrol | rent data and reasonable records of its |oss, expense,

and cl ai n6 experience and shall make such records reasonably

avail able to enable the departnent to nonitor and determne

the financial viability of the health flex plan, as necessary.

Provi der networks and total enrollnent by area shall be

reported to the agency biannually to enable the agency to

noni tor access to care.
(7) NOTICE. --The denial of coverage by a health flex
pl an, or nonrenewal or cancell ation of coverage, nust be

acconpani ed by the specific reasons for denial, nonrenewal, or

cancel | ati on. Notice of nonrenewal or cancell ation shall be

provided at | east 45 days in advance of such nonrenewal or
7
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1| cancellation, except that 10 days' witten notice shall be

2| given for cancellation due to nonpaynent of premuns. |f the

3| health flex plan fails to give the required notice, the health
4| flex plan coverage shall remain in effect until notice is

5| appropriately given.

6 (8) NONENTI TLEMENT. - - Cover age under an approved health
7| flex plan is not an entitlenent, and no cause of action shal

8| arise against the state, a |ocal government entity or other

9| political subdivision of this state, or the agency for failure
10| to make coverage available to eligible persons under this

11 | secti on.

12 (9) PROGRAM EVALUATI ON. -- The agency and the depart nment
13 | shall evaluate the pilot programand its inpact on the

14 | entities that seek approval as health flex plans, the nunber
15| of enrollees, the scope of the health care coverage offered

16 | under a health flex plan, and an assessnent of the health flex
17 | plans and their potential applicability in other settings, and
18 | shall jointly subnmit a report to the Governor, the President
19| of the Senate, and the Speaker of the House of Representatives
20| no later than January 1, 2004.

21 (10) REPEAL.--Unless specifically reenacted by the

22 | Legislature, this section is repealed July 1, 2004.

23 Section 2. Subsection (1) and paragraph (a) of

24 | subsection (6) of section 627.410, Florida Statutes, are

25 | anended, paragraphs (f) and (g) are added to subsection (6) of
26 | that section, and paragraph (f) is added to subsection (7) of
27 | that section, to read

28 627.410 Filing, approval of forns.--

29 (1) No basic insurance policy or annuity contract

30| form or application formwhere witten application is

3l | required and is to be nade a part of the policy or contract,

8
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or group certificates issued under a nmaster contract delivered
inthis state, or printed rider or endorsenent formor form of
renewal certificate, shall be delivered or issued for delivery
in this state, unless the formhas been filed with the
departnment at its offices in Tallahassee by or in behalf of
the insurer which proposes to use such form and has been
approved by the departnent. This provision does not apply to
surety bonds or to policies, riders, endorsenents, or forns of
uni que character which are designed for and used with rel ation
to insurance upon a particular subject (other than as to

heal th i nsurance), or which relate to the manner of

di stribution of benefits or to the reservation of rights and
benefits under life or health insurance policies and are used
at the request of the individual policyholder, contract

hol der, or certificateholder. As to group insurance policies
ef fectuated and delivered outside this state but covering
persons resident in this state, the group certificates to be
delivered or issued for delivery in this state shall be filed
with the departnent for information purposes only, except that

group certificates for health insurance coverage, as described
ins. 627.6561(5)(a)2., which require individual underwiting
to determine coverage eligibility for an individual or prem um

rates to be charged to an individual, shall be considered

policies issued on an individual basis and are subject to and

nmust conply with the Florida Insurance Code in the sane nanner

as individual health insurance 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 departnment a copy of every
applicable rating nmanual, rating schedule, change in rating
manual , and change in rating schedule; if rating manual s and

9
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rati ng schedul es are not applicable, the insurer nmust file
with the departnent applicable premumrates and any change in
applicable premumrates. Changes in rates, rating nanual s,

and rating schedul es for individual health insurance policies

shall be filed for approval pursuant to this paragraph. Prior

approval shall not be required for an individual health

i nsurance policy rate filing which conplies with the

requi renments of paragraph (f). Nothing in this paragraph shal

be construed to interfere with the departnent's authority to

i nvestigate suspected violations of this section or to take

necessary corrective action when a violation can be

denonstrated. Nothing in this paragraph shall prevent an

insurer fromfiling rates or rate changes for approval or from

deem ng rate changes approved pursuant to an approved | oss

rati o guarantee pursuant to subsection (8). This paragraph

does not apply to group health insurance policies, effectuated

and delivered in this state, 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

(f) An insurer that files changes in rates, rating

manual s, or rating schedules with the departnent, for

i ndi vidual health policies as described in s.

627.6561(5)(a)2., but excluding Medicare suppl enent policies,

according to this paragraph may begin providing required

notice to policyholders, and chargi ng correspondi ng adj usted

rates in accordance with s. 627.6043, upon filing, provided

the insurer certifies that it has net the criteria of

subparagraphs 1., 2., and 3. Filings submitted pursuant to

this paragraph shall contain the sane i nfornmati on and
10
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1| denonstrations and shall nmeet the sane requirenents as rate

2| filings subnitted for approval under this section, including

3] the requirenents of s. 627.411, except as indicated in this

4 | paragr aph.

5 1. The insurer has conplied with annual rate filing

6| requirenents then in effect pursuant to subsection (7) since

7| Cctober 1, 2002, or for the previous 2 years, whichever is

8| less, and has filed and inplenented actuarially justifiable

9] rate adjustnents at |least annually during such period. Nothing
10| in this subparagraph shall be construed to prevent an insurer
11 ) fromfiling rate adjustnents nore often than annual ly.

12 2. The insurer has pool ed experience for applicable

13 ] individual health policy forms in accordance with the

14 | requi renents of subparagraph (6)(e)3. Rate changes used on a
15| formshall not vary by the experience of that formor the

16 | health status of covered individuals on that formbut shall be
17 | based on the experience of all forms, including rating

18 | characteristics as defined in this paragraph.

19 3. Rates for the policy formare anticipated to neet a
20| minimum |l oss ratio of 65 percent over the expected life of the
21| form
22
23| Rates for all individual health policy fornms issued on or
24 | after Cctober 1, 2002, shall use the sane factors for each
25| rating characteristic. As used in this paragraph, the term
26 'rating characteristics" neans denographic characteristics of
27 | individuals, including, but not limted to, geographic area
28 | factors, benefit design, snoking status, and health status at
29 | i ssue.
30 (g) Subsequent to filing a change of rates for an
31| individual health policy pursuant to paragraph (f), an insurer

11
CODING:Words st+ieken are deletions; words underlined are additions.




Fl ori da House of Representatives - 2002 HB 1257
752-113-02

1| my be required to furnish additional information to

2 | denpbnstrate conpliance with this section. |If the departnent

3| finds that the adjusted rates are not reasonable in relation
4] to premiuns charged pursuant to the standards of this section
5] the departnment nay order appropriate corrective action

6 (7)

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

8 | policyholders or insured group nenbers or subscribers covered
9 | under any formor pooled group of fornms with health i nsurance
10 | coverage, as described in s. 627.6561(5)(a)2., excluding

11 | Medi care suppl enent insurance coverage under part VIII, at the
12| tine of arate filing made pursuant to subparagraph (b)1., may
13| file for an annual rate increase linmted to nedical trend as
14 | adopted by the departnent pursuant to s. 627.411(4). The

15| filing is in lieu of the actuarial nenorandumrequired for a
16 | rate filing prescribed by paragraph (6)(b). The filing nust

17 | include forns adopted by the departnent and a certification by
18 | an officer of the conpany that the filing includes all sinilar
19 | forns.

20 Section 3. Paragraph (e) of subsection (1) of section
21| 627.411, Florida Statutes, is anended, and subsections (3),

22| (4), and (5) are added to said section, to read:

23 627.411 G ounds for disapproval.--

24 (1) The departnent shall disapprove any formfiled

25 | under s. 627.410, or w thdraw any previous approval thereof,
26l only if the form

27 (e) Is for health insurance, and:

28 1. Provides benefits which are unreasonable in

29 | relation to the prem um charged, based on the original filed
30| and approved loss ratio for the formand rul es adopted by the
31 | departnent pursuant to s. 627.410(6)(b);+

12
CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O W DN PP

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

Fl ori da House of Representatives - 2002 HB 1257
752-113-02

2. Contains provisions which are unfair or inequitable
or contrary to the public policy of this state or which
encour age mi srepresentation; ;—of

3. Contains provisions which apply rating practices

whi ch result in premumescatations—that—arenot—viable—for
the—poH—ecyhotder—rarket—er—+resutt—n unfair discrinination
pursuant to s. 626.9541(1)(9)2.; or rha——satespractieces

4, Results in actuarially justified rate increases on

an annual basi s:

a. Attributed to the insurer reducing the portion of

the premiumused to pay clains fromthe loss ratio standard

certified in the last actuarial certification filed by the

insurer, in excess of the greater of 50 percent of annua

nedical trend or 5 percent. At its option, the insurer may

file for approval of an actuarially justified new business

rate schedule for new insureds and a rate i ncrease for

existing insureds that is equal to the greater of 150 percent

of annual nedical trend or 10 percent. Future annual rate

i ncreases for existing insureds shall be limted to the

greater of 150 percent of the rate increase approved for new

i nsureds or 10 percent until the two rate schedul es converge;

b. 1In excess of the greater of 150 percent of annua

nedi cal trend or 10 percent and the conpany did not conply

with the annual filing requirenents of s. 627.410(7) or

departnent rule for health nmi ntenance organi zati ons pursuant

tos. 641.31. At its option the insurer may file for approval

of an actuarially justified new business rate schedule for new

insureds and a rate increase for existing insureds that is

equal to the rate increase all owed by the precedi ng sentence.

Future annual rate increases for existing insureds shall be

limted to the greater of 150 percent of the rate increase
13
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approved for new insureds or 10 percent until the two rate

schedul es converge; or

c. 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. This

provi sion does not apply to prestandardi zed Medi care

suppl enent forns.

(3) If a health insurance rate filing changes the

established rate rel ati onshi ps between insureds, the aggregate

ef fect of such change shall be revenue neutral. The change to

the new rel ationship shall be phased in over a period not to

exceed 3 years as approved by the departnent. The rate filing

may al so include increases based on overall experience or

annual nedical trend, or both, which portions shall not be

phased in pursuant to this paragraph

(4) Individual health insurance policies which are

subject to renewability requirenents of s. 627.6425 shall be

deened guar ant eed renewabl e for purposes of establishing | oss

rati o standards and shall conply with the sane loss ratio

st andards as ot her guaranteed renewabl e forns.

(5) |In deternining nedical trend for application of

subparagraph (1)(e)4., the departnent shall seniannually

determine nedical trend for each health care narket, using

reasonabl e actuarial techni ques and standards. The trend nust

be adopted by the departnent by rule and deterni ned as

foll ows:
(a) Trend nust be determ ned separately for nedica

expense, preferred provider organi zati on, Medicare suppl enent,

heal t h mai nt enance organi zati on, and ot her coverage for

i ndividual, small group, and | arge group, where applicable.

14
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(b) The departnent shall survey insurers and health

nmai nt enance organi zations currently issuing products and

representing at | east an 80-percent nmarket share based on

premiuns earned in the state for the nbst recent cal endar year

for each of the categories specified in paragraph (a).

(c) Trend nust be conputed as the average annua

nedi cal trend approved for the carriers surveyed, giving

appropriate weight to each carrier's statew de narket share of

earned preni uns.

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

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

of nedical provider price changes, changes in utilization, new

nedi cal procedures, and technol ogy and cost shifting.

Section 4. Paragraphs (b), (c), and (e) of subsection
(7) of section 627.6475, Florida Statutes, are anmended to
read:

627.6475 | ndividual reinsurance pool.--

(7) 1 NDI VI DUAL HEALTH REI NSURANCE PROGRAM - -

(b) A reinsuring carrier may reinsure with the program
coverage of an eligible individual, subject to each of the
foll owi ng provisions:

1. Areinsuring carrier nmay reinsure an eligible
i ndi vidual within 90 66 days after comnmencenent of the
coverage of the eligible individual

2. The program nay not reinburse a participating
carrier with respect to the clains of a reinsured eligible
i ndi vidual until the carrier has paid incurred clainms of an
anount equal to the participating carrier's sel ected
deducti bl e | evel at—+teast—$5060 in a cal endar year for
benefits covered by the program tn—additien—thereirnsuring

carrer—+s—responstble—for—10-—percent—of—thenext—$506,060—and
15
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5—percent—of—thenext—$1060,000—ofincurred—ctarnms—during—=a
catendar—year—ant—theprogramshaH—r+ernsture—therenmainder—

3. The board shall annually adjust the initial |evel
of clains and the nmaxinumlimt to be retained by the carrier
to reflect increases in costs and utilization within the
standard market for health benefit plans within the state. The
adj ustment may not be | ess than the annual change in the
nedi cal conponent of the "Commerce Price Index for Al U ban
Consuners" of the Bureau of Labor Statistics of the United
St ates Department of Labor, unless the board proposes and the
departnment approves a | ower adjustnent factor.

4. Areinsuring carrier may term nate reinsurance for
all reinsured eligible individuals on any plan anniversary.

5. The premiumrate charged for reinsurance by the
programto a health mai ntenance organi zation that is approved
by the Secretary of Health and Hunman Services as a federally
gual i fi ed health mai ntenance organi zati on pursuant to 42
US. C s. 300e(c)(2)(A) and that, as such, is subject to
requirenents that limt the anount of risk that nay be ceded
to the program which requirements are nore restrictive than
subparagraph 2., shall be reduced by an anobunt equal to that
portion of the risk, if any, which exceeds the anmpbunt set
forth in subparagraph 2., which nay not be ceded to the
program

6. The board may consider adjustnents to the prem um
rates charged for reinsurance by the programor carriers that
use effective cost-contai nment neasures, including high-cost
case nmmnagenent, as defined by the board.

7. Areinsuring carrier shall apply its
case- managenent and cl ai ns-handl i ng techni ques, including, but
not limted to, utilization review, individual case
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1 | managenent, preferred provider provisions, other nanaged-care
2 | provisions, or nethods of operation consistently with both

3 | reinsured business and nonrei nsured busi ness.

4 (c)1. The board, as part of the plan of operation

5| shall establish a nethodology for determining premumrates to
6 | be charged by the programfor reinsuring eligible individuals
7 | pursuant to this section. The nethodol ogy nust include a

8| systemfor classifying individuals which reflects the types of
9| case characteristics conmonly used by carriers in this state.
10 | The net hodol ogy nust provide for the devel opnent of basic

11 | reinsurance premumrates, which shall be nultiplied by the
12 | factors set for themin this paragraph to determ ne the

13 | premumrates for the program The basic reinsurance prem um
14 | rates shall be established by the board, subject to the

15 | approval of the departnent, and shall be set at |evels that

16 | reasonabl y approxi mate gross prem uns charged to eligible

17 | individuals for individual health insurance by health

18 | insurance issuers. The premiumrates set by the board nay vary
19 | by geographical area, as determ ned under this section, to

20 | reflect differences in cost. An—eHgrbre—intdvidual—ray—be

21 | reinstred—for—aratethat—+sfivetinmesthe rate—-established
22 | by—theboart-

23 2. The board shall periodically review the nethodol ogy
24 | established, including the systemof classification and any
25| rating factors, to ensure that it reasonably reflects the

26 | cl ai s experience of the program The board nmay propose

27 | changes to the rates that are subject to the approval of the
28 | depart nent.

29 (e)1. Before Septenber Mareh 1 of each cal endar year
30| the board shall determine and report to the departnent the

31| programnet loss in the individual account for the previous
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1| year, including admnistrative expenses for that year and the
2] incurred | osses for that year, taking into account investnent
3 | incone and other appropriate gains and | osses.

4 2. Any net loss in the individual account for the year
5| shall be recouped by assessing the carriers as foll ows:

6 a. The operating |osses of the programshall be

7 | assessed in the followi ng order subject to the specified

8| limtations. The first tier of assessments shall be nade

9 | against reinsuring carriers in an amount that nmay not exceed 5
10 | percent of each reinsuring carrier's premuns for individua
11 | health insurance. If such assessnents have been coll ected and
12 | additional noneys are needed, the board shall make a second
13 | tier of assessnents in an anount that may not exceed 0.5

14 | percent of each carrier's health benefit plan prem uns.

15 b. Except as provided in paragraph (f), risk-assum ng
16 | carriers are exenpt fromall assessnents authorized pursuant
17 ) to this section. The amobunt paid by a reinsuring carrier for
18 | the first tier of assessnments shall be credited agai nst any
19 | addi ti onal assessnents made.

20 c. The board shall equitably assess reinsuring

21| carriers for operating | osses of the individual account based
22 | on market share. The board shall annually assess each carrier
23| a portion of the operating | osses of the individual account.
24 | The first tier of assessnents shall be deternined by

25| multiplying the operating | osses by a fraction, the nunerator
26 | of which equals the reinsuring carrier's earned prem um

27 | pertaining to direct witings of individual health insurance
28| in the state during the cal endar year for which the assessnent
29| is levied, and the denoninator of which equals the total of
30| all such prem uns earned by reinsuring carriers in the state
31| during that cal endar year. The second tier of assessnents

18
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shal | be based on the premiuns that all carriers, except

ri sk-assumng carriers, earned on all health benefit plans
witten in this state. The board may levy interimassessnents
against reinsuring carriers to ensure the financial ability of
the plan to cover clains expenses and adninistrative expenses
paid or estinmated to be paid in the operation of the plan for
t he cal endar year prior to the association's antici pated
recei pt of annual assessnents for that cal endar year. Any
interimassessnent is due and payable within 30 days after
receipt by a carrier of the interi massessnent notice. Interim
assessnent paynents shall be credited against the carrier's
annual assessment. Health benefit plan prenmi uns and benefits
paid by a carrier that are | ess than an anount deterni ned by
the board to justify the cost of collection may not be

consi dered for purposes of determ ning assessnents.

d. Subject to the approval of the departnent, the
board shall adjust the assessnent fornula for reinsuring
carriers that are approved as federally qualified health
nmai nt enance organi zati ons by the Secretary of Health and Hunman
Services pursuant to 42 U S.C. s. 300e(c)(2)(A) to the extent,
if any, that restrictions are placed on themwhich are not
i mposed on other carriers.

3. Before Septenber Mareh 1 of each year, the board
shall determine and file with the departnment an estinmate of
t he assessnents needed to fund the | osses incurred by the
programin the individual account for the previous cal endar
year.

4. If the board deternines that the assessnents needed
to fund the losses incurred by the programin the individua
account for the previous cal endar year will exceed the anpunt
specified in subparagraph 2., the board shall eval uate the

19
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operation of the programand report its findings and
reconmendations to the departnent in the format established in
S. 627.6699(11) for the conparable report for the snal
enpl oyer reinsurance program

Section 5. Subsection (9) is added to section
627.6515, Florida Statutes, to read

627.6515 CQut-of-state groups.--

(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 for an individual or premumrates to be charged

to an individual shall be considered a policy issued on an

i ndi vidual basis and is subject to and nust conply with the

Fl ori da I nsurance Code in the sane manner as i ndivi dua

i nsurance policies issued in this state.

Section 6. Subsection (6) of section 627.667, Florida
Statutes, is anended to read:

627. 667 Extension of benefits.--

(6) This section also applies to holders of group

certificates which are renewed, delivered, or issued for
delivery to residents of this state under group policies
effectuated or delivered outside this state—untess—a

; . I vt I
ot he | Ly

Section 7. Paragraph (e) of subsection (5) of section
627.6692, Florida Statutes, is anended to read:

627.6692 Florida Health Insurance Coverage
Conti nuation Act.--

20
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(5) CONTI NUATI ON OF COVERAGE UNDER GROUP HEALTH
PLANS. - -

(e)1. A covered enployee or other qualified
beneficiary who wi shes continuation of coverage nust pay the
initial prem umand el ect such continuation in witing to the
i nsurance carrier issuing the enployer's group health plan
wi thin 63 36 days after receiving notice fromthe insurance
carrier under paragraph (d). Subsequent prem uns are due by
the grace period expiration date. The insurance carrier or
the insurance carrier's designee shall process all elections
promptly and provide coverage retroactively to the date
coverage woul d ot herwi se have terninated. The preni um due
shall be for the period beginning on the date coverage woul d
have ot herwi se term nated due to the qualifying event. The
first prem um paynent nust include the coverage paid to the
end of the nonth in which the first paynent is nade. After
the election, the insurance carrier nust bill the qualified
beneficiary for prem unms once each nonth, with a due date on
the first of the nonth of coverage and all owing a 30-day grace
period for paynent.

2. Except as otherw se specified in an election, any
el ection by a qualified beneficiary shall be deened to include
an el ection of continuation of coverage on behal f of any other
qgual i fied beneficiary residing in the same household who woul d
| ose coverage under the group health plan by reason of a
qgual i fying event. This subparagraph does not preclude a
qgual i fied beneficiary fromel ecting continuation of coverage
on behal f of any other qualified beneficiary.

Section 8. Paragraphs (i), (m, and (n) of subsection
(3), paragraph (c) of subsection (5), paragraph (b) of
subsection (6), paragraphs (f), (g), (h), and (j) of
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subsection (11), paragraphs (a), (d), and (e) of subsection
(12), and paragraph (a) of subsection (15) of section
627.6699, Florida 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.

(m "Limted benefit policy or contract" neans a
policy or contract that provides coverage for each person
i nsured under the policy for a specifically naned di sease or
di seases or;a specifically named acci dent —oer—a—spectfieatty
rafred—t+mted—market that fulfills a an—expertrental—or
reasonabl e need by providing nore affordable health insuranceys
steh—as—the—smraH—group—rarket.

(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:—ctatrnws—experience;—heatth—status—or

and adm ni strative and acqui sition expenses as pernitted under
subpar agr aph(6) (b) 6(6){b)5. A carrier may separate the
experience of small enployer groups with less than 2 eligible

enpl oyees fromthe experience of small enployer groups with 2

t hrough 50 eligi bl e enpl oyees.
(5) AVAILABILITY OF COVERAGE. - -
(c) Every snall enployer carrier nust, as a condition

of transacting business in this state:
22
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1. Beginning July 1, 2000, offer and issue all smal
enpl oyer health benefit plans on a guaranteed-issue basis to
every eligible snmall enployer, with 2 to 50 eligible
enpl oyees, that elects to be covered under such plan, agrees
to nmake the required prem um paynents, and satisfies the other
provisions of the plan. A rider for additional or increased
benefits may be nedically underwitten and may only be added
to the standard health benefit plan. The increased rate
charged for the additional or increased benefit nust be rated
in accordance with this section

2. Beginning July 1, 2000, and until July 31, 2001
of fer and issue basic and standard small enpl oyer health
benefit plans on a guaranteed-issue basis to every eligible
smal | enpl oyer which is eligible for guaranteed renewal, has
| ess than two eligible enployees, is not fornmed primarily for
t he purpose of buying health insurance, elects to be covered
under such plan, agrees to nake the required prem um paynents,
and satisfies the other provisions of the plan. A rider for
additional or increased benefits may be nmedically underwitten
and may be added only to the standard benefit plan. The
increased rate charged for the additional or increased benefit
nmust be rated in accordance with this section. For purposes of
t hi s subparagraph, a person, his or her spouse, and his or her
dependent children shall constitute a single eligible enployee
if that person and spouse are enployed by the sane snal
enpl oyer and either one has a normal work week of less than 25
hours.

3.a. Beginning August 1, 2001, offer and issue basic
and standard snall enployer health benefit plans on a
guar ant eed-i ssue basis, during a 31-day open enrol |l nent period
of August 1 through August 31 of each year, to every eligible
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1| small enployer, with fewer than two eligible enployees, which
2| small enployer is not fornmed primarily for the purpose of

3 | buying health insurance and which elects to be covered under
4 | such plan, agrees to nake the required prem um paynents, and
5| satisfies the other provisions of the plan. Coverage provided
6 | under this subparagraph shall begin on Cctober 1 of the sane
7| year as the date of enrollnent, unless the small enployer

8| carrier and the snall enployer agree to a different date. A
9] rider for additional or increased benefits may be nedically
10 | underwitten and may only be added to the standard health

11 | benefit plan. The increased rate charged for the additiona
12 | or increased benefit nust be rated in accordance with this

13 | section. For purposes of this subparagraph, a person, his or
14 | her spouse, and his or her dependent children constitute a

15 ] single eligible enployee if that person and spouse are

16 | enpl oyed by the sane small enployer and either that person or
17 | his or her spouse has a nornal work week of |ess than 25

18 | hours.

19 b. Notwithstanding the restrictions set forth in
20 | sub-subparagraph a., when a small enployer group is | osing
21 | coverage because a carrier is exercising the provisions of s.
22 | 627.6571(3)(b) or s. 641.31074(3)(b), the eligible snal
23 | enpl oyer, as defined in sub-subparagraph a., shall be entitled
241 to enroll with another carrier offering small enpl oyer
25| coverage within 63 days after the notice of term nation or the
26 | termi nation date of the prior coverage, whichever is |later
27 | Coverage provided under this sub-subparagraph shall begin
28 | i mredi ately upon enrollnent, unless the snall enployer carrier
29| and the small enployer agree to a different date.
30 4. This paragraph does not linmt a carrier's ability
31| to offer other health benefit plans to small enployers if the
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standard and basic health benefit plans are offered and
rejected.

(6) RESTRI CTI ONS RELATI NG TO PREM UM RATES. - -

(b) For all small enployer health benefit plans that
are subject to this section and are issued by snmall 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 erm ned under paragraph (5)(j) and in which the pren um may
be adjusted as permitted by subparagraphs 5.,anrd 6., and 7.

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 2

eligible enpl oyees may not exceed 150 percent of the rate

determ ned for groups of 2 through 50 eligible enpl oyees;

however, the carrier may charge excess | osses of the

| ess-than-2-eli gi bl e- enpl oyee experience pool to the

experience pool of the 2 through 50 eligible enployees so that

all | osses are allocated and the 150-percent rate linit on the

| ess-than-2-eli gi bl e-enpl oyee experi ence pool is maintained.
Not wi t hst andi ng the provisions of s. 627.411(1)(e)4. and (3),
25
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the rate to be charged to a small enpl oyer group of fewer than

2 eligible enployees insured as of July 1, 2002, may be up to

125 percent of the rate determ ned for groups of 2 through 50

eligible enpl oyees for the first annual renewal and 150

percent for subsequent annual renewals.

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
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 premiummay 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 |licensure under
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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.
6. 5 r . F Lo . ’
heatth—status,—or—duratioen—of—coverage—ayhot—becharget—to
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adiustents—A snal |l enployer carrier may provide a credit to
a snmall enployer's prem um based on administrative and

acqui sition expense differences resulting fromthe size of the
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 department 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 nmet hodol 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.

(11) SMALL EMPLOYER HEALTH REI NSURANCE PROGRAM - -

(f) The program has the general powers and authority
granted under the laws of this state to insurance conpanies
and heal th mai nt enance organi zations |icensed to transact
busi ness, except the power to issue health benefit plans

28
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directly to groups or individuals. |In addition thereto, the
program has specific authority to:

1. Enter into contracts as necessary or proper to
carry out the provisions and purposes of this act, including
the authority to enter into contracts with simlar prograns of
other states for the joint performance of comon functions or
Wi th persons or other organizations for the performance of
adnmi ni strative functions.

2. Sue or be sued, including taking any |egal action
necessary or proper for recovering any assessnments and
penalties for, on behalf of, or against the programor any
carrier.

3. Take any legal action necessary to avoid the
payrment of inproper clainms against the program

4. |ssue reinsurance policies, in accordance with the
requi rements of this act.

5. Establish rules, conditions, and procedures for
reinsurance risks under the program participation

6. Establish actuarial functions as appropriate for
t he operation of the program

7. Assess participating carriers in accordance with
paragraph (j), and nmake advance interimassessnents as may be
reasonabl e and necessary for organizational and interim
operating expenses. Interimassessnents shall be credited as
of fsets agai nst any regul ar assessnents due follow ng the
cl ose of the cal endar year

8. Appoint appropriate |legal, actuarial, and other
conmmittees as necessary to provide technical assistance in the
operation of the program and in any other function within the
authority of the program

29
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9. Borrow noney to effect the purposes of the program
Any notes or other evidences of indebtedness of the program
which are not in default constitute legal investnents for
carriers and may be carried as admtted assets.

10. To the extent necessary, increase the $5,000
deducti bl e rei nsurance requirenent to adjust for the effects
of inflation. The program nay eval uate the desirability of

establishing differing levels of deductibles. |If differing

| evel s of deductibles are established, such |levels and the

resulting premuns shall be approved by the departnent.

(g) Areinsuring carrier may reinsure with the program
coverage of an eligible enployee of a snmall enployer, or any
dependent of such an enpl oyee, subject to each of the
foll owi ng provisions:

1. Wth respect to a standard and basic health care
pl an, the program may fust reinsure the |evel of coverage
provi ded; and, with respect to any other plan, the program my
wust reinsure the coverage up to, but not exceeding, the |evel
of coverage provided under the standard and basic health care
plan. As an alternative to reinsuring the entire |evel of

coverage provided, the program nmay devel op corridors of

rei nsurance designed to coordinate with a reinsuring carrier's

exi sting reinsurance. The corridors of reinsurance and

resulting prem uns nust be approved by the departnent.

2. Except in the case of a late enrollee, a reinsuring
carrier may reinsure an eligible enployee or dependent within
90 66 days after the commencenent of the coverage of the smal
enpl oyer. A newly enployed eligible enpl oyee or dependent of a
smal | enpl oyer may be reinsured within 90 66 days after the
commencenent of his or her coverage.

30
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1 3. A snmall enployer carrier nmay reinsure an entire

2 | enpl oyer group within 90 66 days after the commrencenent of the
3| group's coverage under the plan. The carrier nmay choose to

4| reinsure newy eligible enpl oyees and dependents of the

5| reinsured group pursuant to subparagraph 1

6 4. The program nmay eval uate the option of allowing a
7| small enployer carrier to reinsure an entire enpl oyer group or
8| an eligible enployee at the first or subsequent renewal date.
9| Any such option and the resulting prem um nust be approved by
10 | t he departnent.

11 5.4~ The program may not reinburse a participating

12 | carrier with respect to the clains of a reinsured enpl oyee or
13 | dependent until the carrier has paid incurred clains of an

14 | amount equal to the participating carrier's sel ected

15 | deducti bl e | evel at—+east—$5;060 in a cal endar year for

16 | benefits covered by the program tra—addi-tion—the+ernsuring
17 . .

N R
o ©

6.5~ The board annually may shatlt+ adjust the initial

21

22 | level of clainms and the maximumlimt to be retained by the
23| carrier to reflect increases in costs and utilization within
24 | the standard market for health benefit plans within the state.
25| The adjustnent shall not be less than the annual change in the
26 | nedi cal conponent of the "Consuner Price Index for Al Urban
27 | Consuners" of the Bureau of Labor Statistics of the Departnent
28 | of Labor, unless the board proposes and the depart nent

29 | approves a | ower adjustnent factor.

30
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7.6— A small| enployer carrier may term nate
reinsurance for all reinsured enpl oyees or dependents on any
pl an anni versary.

8.7- The premiumrate charged for reinsurance by the
programto a health mai ntenance organi zation that is approved
by the Secretary of Health and Human Services as a federally
gual i fi ed health mai ntenance organi zati on pursuant to 42
US. C s. 300e(c)(2)(A) and that, as such, is subject to
requirenents that limt the anount of risk that nay be ceded
to the program which requirements are nore restrictive than
subpar agraph 4., shall be reduced by an anobunt equal to that
portion of the risk, if any, which exceeds the anmpbunt set
forth in subparagraph 4. which may not be ceded to the
program

9. 8- The board may consider adjustnents to the prem um
rates charged for reinsurance by the programfor carriers that
use effective cost contai nment neasures, including high-cost
case nmanagenent, as defined by the board.

10. 9~ A reinsuring carrier shall apply its
case- managenent and cl ai ns-handl i ng techni ques, including, but
not limted to, utilization review, individual case
managenent, preferred provider provisions, other nanaged care
provi sions or nethods of operation, consistently with both
rei nsured busi ness and nonrei nsured busi ness.

(h)1. The board, as part of the plan of operation
shal | establish a nethodology for determning preniumrates to
be charged by the programfor reinsuring small enployers and
i ndi viduals pursuant to this section. The nethodol ogy shal
include a systemfor classification of small enpl oyers that
reflects the types of case characteristics comonly used by
smal | enployer carriers in the state. The nethodol ogy shal

32
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provide for the devel opnent of basic reinsurance prem um
rates, which shall be nmultiplied by the factors set for them
in this paragraph to determne the premumrates for the
program The basic reinsurance prem umrates shall be
establ i shed by the board, subject to the approval of the
departnent, and shall be set at |evels which reasonably
approxi mate gross prem uns charged to small enployers by snal
enpl oyer carriers for health benefit plans with benefits
simlar to the standard and basic health benefit plan. The
premumrates set by the board nmay vary by geographical area,
as determ ned under this section, to reflect differences in

cost. Fhe—mtiphying—Tfactors—rust—be—estabHshed—as—foHows:-

2. The board periodically shall review the nethodol ogy
establ i shed, including the system of classification and any
rating factors, to assure that it reasonably reflects the
cl ai ns experience of the program The board nay propose
changes to the rates which shall be subject to the approval of
t he depart nent.

(j)1. Before Septenber Mareh 1 of each cal endar year
the board shall determ ne and report to the departnent the
program net |oss for the previous year, including
adm ni strative expenses for that year, and the incurred | osses
for the year, taking into account investnent incone and ot her
appropriate gains and | osses.

2. Any net loss for the year shall be recouped by
assessnent of the carriers, as foll ows:

33
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a. The operating | osses of the programshall be
assessed in the follow ng order subject to the specified
limtations. The first tier of assessnments shall be nade
against reinsuring carriers in an anount which shall not
exceed 5 percent of each reinsuring carrier's premuns from
health benefit plans covering snall enployers. |f such
assessnents have been collected and additi onal nobneys are
needed, the board shall nake a second tier of assessnents in
an anount which shall not exceed 0.5 percent of each carrier's
health benefit plan prem ums. Except as provided in paragraph
(n), risk-assumng carriers are exenpt fromall assessnents
aut hori zed pursuant to this section. The anobunt paid by a
reinsuring carrier for the first tier of assessnents shall be
credi ted agai nst any additional assessments nmade.

b. The board shall equitably assess carriers for
operating | osses of the plan based on market share. The board
shal |l annually assess each carrier a portion of the operating
| osses of the plan. The first tier of assessnents shall be
determ ned by nmultiplying the operating | osses by a fraction
t he nunerator of which equals the reinsuring carrier's earned
premiumpertaining to direct witings of small enployer health
benefit plans in the state during the cal endar year for which
the assessnent is |evied, and the denoni nator of which equals
the total of all such prem uns earned by reinsuring carriers
in the state during that cal endar year. The second tier of
assessnents shall be based on the prenmuns that all carriers
except risk-assuning carriers, earned on all health benefit
plans witten in this state. The board may levy interim
assessnents against carriers to ensure the financial ability
of the plan to cover clains expenses and adninistrative
expenses paid or estimated to be paid in the operation of the
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1| plan for the cal endar year prior to the association's

2| anticipated recei pt of annual assessnents for that cal endar

3| year. Any interimassessnent is due and payable within 30

4| days after receipt by a carrier of the interi massessnent

5] notice. Interimassessnent paynents shall be credited agai nst
6| the carrier's annual assessnent. Health benefit plan preniuns
7 | and benefits paid by a carrier that are |l ess than an anount

8 | determined by the board to justify the cost of collection may
9 | not be considered for purposes of detern ning assessnents.

10 C. Subject to the approval of the departnent, the

11 | board shall nmake an adjustnent to the assessnent fornula for
12 | reinsuring carriers that are approved as federally qualified
13 | heal th nmai ntenance organi zati ons by the Secretary of Health

14 | and Hunan Services pursuant to 42 U.S.C. s. 300e(c)(2)(A) to
15| the extent, if any, that restrictions are placed on themthat
16 | are not inposed on other small enpl oyer carriers.

17 3. Before Septenber Mareh 1 of each year, the board

18 | shall deternmine and file with the departnent an estinate of

19 | the assessnents needed to fund the | osses incurred by the

20| programin the previous cal endar year

21 4. If the board deternines that the assessnents needed
22 |1 to fund the losses incurred by the programin the previous

23 | cal endar year will exceed the ampunt specified in subparagraph
24| 2., the board shall evaluate the operation of the program and
25| report its findings, including any reconmendations for changes
26 | to the plan of operation, to the departnent w thin 240 96 days
27 | following the end of the cal endar year in which the | osses

28 | were incurred. The evaluation shall include an estinmate of

29 | future assessnments, the adm nistrative costs of the program
30 | the appropriateness of the prem uns charged and the | evel of
31| carrier retention under the program and the costs of coverage
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for small enployers. If the board fails to file a report with
the departnment within 240 96 days following the end of the
appl i cabl e cal endar year, the departnent nmay eval uate the
operations of the program and i npl enent such anmendnents to the
pl an of operation the departnment deens necessary to reduce
future | osses and assessnents.

5. If assessnents exceed the amount of the actua
| osses and adninistrative expenses of the program the excess
shall be held as interest and used by the board to offset
future | osses or to reduce programprem uns. As used in this
paragraph, the term"future | osses" includes reserves for
i ncurred but not reported cl ai ns.

6. Each carrier's proportion of the assessnent shal
be deternined annually by the board, based on annua
statenents and ot her reports consi dered necessary by the board
and filed by the carriers with the board.

7. Provision shall be made in the plan of operation
for the inposition of an interest penalty for |ate payment of
an assessnent.

8. Acarrier may seek, fromthe conm ssioner, a
defernent, in whole or in part, fromany assessnent nade by
the board. The departnent may defer, in whole or in part, the
assessnent of a carrier if, in the opinion of the departnent,

t he paynent of the assessment would place the carrier in a
financially inpaired condition. |f an assessnent agai nst a
carrier is deferred, in whole or in part, the anount by which
the assessnent is deferred may be assessed agai nst the other
carriers in a manner consistent with the basis for assessnent
set forth in this section. The carrier receiving such
defernent remains liable to the program for the anopunt

36
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deferred and is prohibited fromreinsuring any individuals or
groups in the programif it fails to pay assessnents.

(12) STANDARD, BASIC, AND LI M TED HEALTH BENEFI T
PLANS. - -

(a)1. By May 15, 1993, the commi ssioner shall appoint
a health benefit plan conmittee conposed of four
representatives of carriers which shall include at |east two
representatives of HMs, at |east one of which is a staff
nodel HMO, two representatives of agents, four representatives
of small enpl oyers, and one enpl oyee of a small enployer. The
carrier menbers shall be selected froma list of individuals
reconmended by the board. The conmissioner nmay require the
board to subnit additional reconmendations of individuals for
appoi nt nent.

2. The plans shall conply with all of the requirenents
of this subsection.

3. The plans nust be filed with and approved by the
departnment prior to issuance or delivery by any small enpl oyer
carrier.

4. Before Cctober 1, 2002, and in every 4th year
thereafter, the conm ssioner shall appoint a new health

benefit plan committee in the manner provided i n subparagraph

1. to deternine whether nodifications to a plan night be

appropriate and to subnit recomended nodifications to the

departnent for approval. Such determ nation shall be based

upon prevailing industry standards regardi ng nanaged care and

cost-contai nnent provisions and shall be for the purpose of

ensuring that the benefit plans offered to small enpl oyers on

a guarant eed-i ssue basis are consistent with the lowpriced to

m d-priced benefit plans offered in the |arge-group narket.

This determination shall be included in a report submitted to
37
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the President of the Senate and t he Speaker of the House of

Representatives annually by Cctober 1. AfHter—apptoval—ef—the
. | healthd T I v I I .

(d)1. Upon offering coverage under a standard health

benefit plan, a basic health benefit plan, or alinted
benefit policy or contract for any snall enpl oyer, the snal
enpl oyer carrier shall disclose in witing to the enpl oyer

a.b— An outline of coverage exptanation—ef—thermanaged
care—antd—cost—econtrol—features—of—thepotey—or—contract,
along with all appropriate nmailing addresses and tel ephone
nunbers to be used by insureds in seeking information e+
agthoerizatioen; and

b. e—An—exptanation—of The primary and preventive care

features of the policy or contract; and-—
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or-d—hrealt bt T Fan—basi-e—heatth T Fan-
e L T . ;

c. b—Aeknowtedges The |linmted nature of the coverage
and an understandi ng of the nmanaged care and cost contro
features of the policy or contract.:

© 00 N o O W DN PP

T*

15 2. If alimted plan is requested, the prospective

16 | policyhol der shall acknow edge in witing acknowtedges that he
17 | or she the——prospective—poteyhotder had been offered, at the
18 | tine of application for the insurance policy or contract, the
19 | opportunity to purchase any health benefit plan offered by the
20| carrier and that the prospective policyhol der had rejected

21| that coverage.

22

w
=
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1 | as—teo—the—apptiecant—s—eH-gibtHty—for—coverage—serves—as—the
2 | basts—foer—ternmnating—ecoverage—under—the—poHey—or—contract—
3 3.4~ Each marketing conmuni cation that is intended to
4| be used in the marketing of a health benefit plan in this

5| state nust be subnitted for review by the departnent prior to
6 | use and must contain the disclosures stated in this

7 | subsecti on.

8 4. The contract, policy, and certificates evidencing
9| coverage under a linited benefit policy or contract and the
10 | application for coverage under such plans nust state in not
11| less than 10-point type on the first page in contrasting col or
12 | the followi ng: "The benefits provided by this health plan are
13| linmted and may not cover all of your nedical needs. You

14 | should carefully review the benefits offered under this health
15| plan."

16 (e) A snall enployer carrier may not use any policy,
17 | contract, form or rate under this section, including

18 | applications, enrollnent forms, policies, contracts,

19 | certificates, evidences of coverage, riders, anendnents,
20 | endorsenents, and disclosure forns, until the insurer has
21| filed it with the departnent and the departnent has approved
22 | it under ss. 627.410, and 627.411, and 641.31 and this
23 | section.
24 (15) APPLICABILITY OF OTHER STATE LAWS. - -
25 (a) Except as expressly provided in this section, a
26 | law requiring coverage for a specific health care service or
27 | benefit, or a law requiring rei nbursenent, utilization, or
28 | consideration of a specific category of licensed health care
29 | practitioner, does not apply to a standard or basic health
30 | benefit plan policy or contract or a linited benefit policy or
31| contract offered or delivered to a small enployer unl ess that
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1| law is nade expressly applicable to such policies or

2| contracts. Alawrestricting or liniting deducti bl es,

3 | copaynents, or annual or lifetine nmaxi rum paynents does not

4 apply to a linmted benefit policy or contract offered or

5] delivered to a small enpl oyer unless such |aw i s nade

6 | expressly applicable to such policy or contract. Alinited

7 | benefit policy or contract that is offered or delivered to a
8| small enpl oyer may al so be offered or delivered to an enpl oyer
9| having 51 or nore eligible enpl oyees. Any covered di sease or
10| condition nmay be treated by any physician, wthout

11| discrimnation, licensed or certified to treat the di sease or
12 | conditi on.

13 Section 9. Section 627.911, Florida Statutes, is

14 | anended to read:

15 627.911 Scope of this part.--Any insurer or health

16 | nai nt enance organi zation transacting insurance in this state
17 | shall report information as required by this part.

18 Section 10. Section 627.9175, Florida Statutes, is

19 | anended to read:
20 627.9175 Reports of information on health insurance.--
21 (1) Each authorized health insurer shall submt
22 | annually to the departnent information concerning health
23 | i nsurance coverage being issued or currently in force in this
24 | state. The information shall include information related to
25 | premium nunber of policies, and covered lives for such
26 | policies and other information necessary to analyze trends in
27 | enroll ment, prem uns, and cl ai m cost s. as—te—potieies—of
28 | indivi-duat—heatth—insurance:-
29 (a) The required informati on shall be broken down by
30 | mar ket segnent, to include:
31

41
CODING:Words st+ieken are deletions; words underlined are additions.




Fl ori da House of Representatives - 2002 HB 1257
752-113-02

1 1. Health insurance issuer conpany contact

2| information.

3 2. Information on all health insurance products issued
4] or in force. Such information shall include:

5 a. Direct prem uns earned.

6 b. Direct losses incurred.

7 c. Direct prem unms earned for new busi ness issued
8 | during the year.

9 d. Nunber of policies.

10 e Nunber of certificates.

11 f Nunber of total covered lives.

T

26 (b) The departnent may adopt rules to adm nister this
27 | section, including, but not limted to, rules governing

28 | conpliance and provisions inplenenting electronic

29 | net hodol ogi es for use in furnishing such records or docunents.
30 hedul F F I L edi i dual ¥ :

31 y . eal o I ’ ’ . f
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1

2

3

4 | The departnent may shatt+ provide by rule a uniformformat for
5| the subm ssion of this information in order to allow for

6 | nmeani ngful conpari sons ef——prenunrs—charged—{or—conparabte

7 | beneftits—TFhe—departrent—shaH—pubb-—sh—annuaty—a—consurer—s
8 . . . . " .

9 :

10 (2) &) The departnent shall publish annually a

11 | consuner's gui de Bvery—insurer—transactingheatth—insurance—+n
12 | this—state—shat—report—annuaHy—to—thedepartrent—not—tater
13 . . . . .

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28 | eontainrent—reastres—reportetd—and—the—estirated—effect—of

29 | these—reastres—

30 Section 11. Section 627.9403, Florida Statutes, is
31 | anended to read
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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 nmaintenance 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
ins. 624.437. A policy which is advertised, marketed, or
offered as a long-termcare policy and as a Medicare
suppl enent policy shall neet the requirenments 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
guar ant eed renewabl e policies issued prior to Cctober 1, 1988.
Any limted benefit policy that linmts 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 must neet all requirements of this part that apply to
| ong-termcare insurance policies, except ss. 627.9407(3)(c)
and (d), (9), (10)(f), and (12) and 627.94073(2). t—the
e II i L I o F .

Section 12. Section 627.9408, Florida Statutes, is
anended to read:
627.9408 Rules.--
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1 (1) The department nmay has—authert+ty—+to adopt rul es

2 | pursuant to ss. 120.536(1) and 120.54 to adnini ster i+mptenrent
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 ation 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 13. Paragraphs (b) and (d) of subsection (3)
10 | of section 641.31, Florida Statutes, are anended, and

11 | paragraph (f) is added to said 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 nmi ntenance organi zation
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 di sapproved 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
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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 nenorandum 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 14. Subsections (1) and (3) of section
641. 3111, Florida Statutes, are anended to read:

641. 3111 Extension of benefits.--

(1) Every group health mai ntenance contract shal
provide that term nation of the contract shall be w thout
prejudice to any continuous |oss which comenced while the
contract was in force, but any extension of benefits beyond
the period the contract was in force may be predicated upon
the continuous total disability of the subscriber and—+ray—be
e I F I F e o
" . i I I L ser. The
extension is required regardl ess of whether the group contract

hol der or other entity secures replacenent coverage froma new

i nsurer or health mai ntenance organi zation or foregoes the

provi sion of coverage. The required provision nust provide for
46
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continuation of contract benefits in connection with the

treatnent of a specific accident or illness incurred while the

contract was in effect.Such extension of benefits may be

limted to the occurrence of the earliest of the foll owi 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 num benefits payabl e under the contract
have been pai d.

(3) In the case of maternity coverage, when—not
coveret—by—the—suceeeding—ecartier—a reasonabl e extensi on of
benefits or accrued liability provision is required, which
provi sion provides for continuation of the contract benefits
in connection with maternity expenses for a pregnancy that
commenced while the policy was in effect. The extension shal
be for the period of that pregnancy and shall not be based
upon total disability.

Section 15. This act shall take effect COctober 1,
2002.
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2 HOUSE SUVMMARY

3
Provides for a pilot programfor health flex plans for

4 uni nsured persons, exenpts approved health flex plans
fromlicensing requirenents, provides criteria for

5 e|IPIbI|Ity to enroll in a health flex plan, requires
heal'th flex plan providers to maintain records rovi des

6 requi renents for_ denial, nonrenewal, or cancel [ ati on of
coverage, specifies that coverage under an approved

7 health flex plan is not an entitlenment, and provides for
civil actions against health flex plan entities by the

8 Agency for Health Care Adm nistration. Revises various
other health insurance provisions relating to group

9 health insurance policies, alternative rate fillng
requi renments, insurance policy forns, allowable new

10 busi ness rates and renewal rates, nedical trend
determinations in rate filing apProvaIs rei nsurance

11 ext ensi ons of benefits, continuations of cover age, t he
Enpl oyee Health Care Access Act, disclosure requirenents,

12 'imted benefit policies, health insurance reporting
requirenents for insurers, long-termcare insurance

13 Bgllc requirenments for Iimted benefit policies,

partnent of Insurance rul emaking authority, and health

14 nmai nt enance organi zations. See bil'l for detaills.

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31
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