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By the Committee on Banking and I nsurance; and Senator

Saunder s

597-2092- 05
1 A Dbill to be entitled
2 An act relating to discount nedical plan
3 organi zations; anending s. 636.202, F.S.
4 revising a definition; amending s. 636. 204,
5 F.S.; revising provisions relating to |icensure
6 requi renents to do business as a di scount
7 medi cal plan organi zation; creating s. 636. 205,
8 F.S.; providing for processing of an
9 application for licensure of a discount nedica
10 pl an organi zation by the Ofice of |nsurance
11 Regul ati on of the Financial Services
12 Commi ssi on; anending s. 636.206, F.S.
13 provi di ng that di scount nedical plan
14 organi zati ons are not subject to the Florida
15 I nsurance Code for purposes of exam nation and
16 i nvestigation; creating s. 636.207, F.S.
17 providing for applicability of pt. Il of ch
18 636, F.S.; anmending s. 636.208, F.S.; revising
19 provisions relating to reinbursenent of certain
20 charges and fees upon cancell ation of
21 menbership in the plan; anending s. 636.210,
22 F.S.; revising prohibitions relating to
23 advertising;, anmending s. 636.212, F.S.
24 revising provisions relating to disclosures to
25 prospective nenbers; anmending s. 636.214, F.S.
26 revising provisions relating to provider
27 agreenents; anending s. 636.216, F.S.
28 provi di ng conditions for approval of charges
29 and forns; deleting a provision relating to
30 request for a hearing; amending s. 636.218,
31 F.S.; revising requirenments for information to
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1 be included in annual reports; creating s.

2 636. 223, F.S.; providing for admnistrative

3 penal ti es; anmending s. 636.228, F.S.

4 speci fying marketing requirements of discount

5 medi cal plans; providing limtations; anmending

6 s. 636.230, F.S.; specifying fee disclosure

7 requi renents for bundling di scount nedica

8 pl ans with other products; anending s. 636.236

9 F.S.; requiring discount nedical plan

10 organi zations to maintain surety bonds;

11 provi ding conditions for substituting deposited

12 securities for surety bonds; anmending s.

13 636. 238, F.S.; revising penalties; repealing s.

14 636.242, F.S., relating to civil renedies;

15 provi ding an effective date.

16

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

18

19 Section 1. Subsection (2) of section 636.202, Florida
20| Statutes, is anended to read:

21 636.202 Definitions.--As used in this part, the term
22 (2) "Discount nedical plan organization" means an

23| entity which, in exchange for fees, dues, charges, or other
24| consideration, provides access for plan menbers to providers
25| of nedical services and the right to receive nedical services
26| fromthose providers at a discount. Fhreterm—discount—rediecal-
27| ptan—dees—not—inetlude—anyproduct—regulatedunder—echapter
28| 62+—echapter—641t—or part—t+—oef thisechapter—

29 Section 2. Subsections (1) and (2) of section 636.204,
30| Florida Statutes, are anended to read:

31 636. 204 License required.--

2
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(1) Before doing business in this state as a di scount
medi cal plan organi zation, an entity nmust be a corporation, a
limited liability conmpany or a limited partnership,
incorporated, organized, fornmed, or registered ihreerporated
under the |laws of this state or—f—-afereighrecorporation-

aut hori zed to transact business in this state in_accordance

with chapter 607, chapter 608, chapter 617, chapter 620, or

chapter 865, and must be licensed by the office pessess—=a
H-eense as a discount medical plan organization or be |icensed

by the office pursuant to chapter 624, part | of chapter 636,
or_chapter 641 f+emthe—-offiece.

(2) An application for a license to operate as a

di scount nedical plan organization nmust be filed with the
office on a form prescri bed by the comr ssion. Such
application nmust be sworn to by an officer or authorized
representative of the applicant and be acconpani ed by the

following, if applicable:

(a) A copy of the applicant's articles of

i ncorporation, or other organizing docunents, including al

amendnment s.

(b) A copy of the applicant's eerperatieon—s byl aws.

(c) A list of the names, addresses, officia
positions, and biographical information of the individuals who
are responsi ble for conducting the applicant's affairs,
i ncluding, but not Iinmted to, all nmenbers of the board of
directors, board of trustees, executive committee, or other
governi ng board or commttee, the officers, contracted
managenment conpany personnel, and any person or entity owning
or having the right to acquire 10 percent or nore of the
voting securities of the applicant. Such listing nmust fully
di scl ose the extent and nature of any contracts or

3
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arrangenents between any individual who is responsible for
conducting the applicant's affairs and the di scount nedica
pl an organi zati on, including any possible conflicts of

i nterest.

(d) A conpl ete biographical statenent, on forns
prescri bed by the commi ssion, an independent investigation
report, and a set of fingerprints, as provided in chapter 624,
with respect to each individual identified under paragraph
(c).

(e) A statenent generally describing the applicant,
its facilities and personnel, and the nedical services to be
of fered.

(f) A copy of the formof all contracts nade or to be
made between the applicant and any providers or provider
net wor ks regardi ng the provision of nedical services to
menbers.

(g) A copy of the formof any contract made or
arrangenent to be made between the applicant and any person
listed in paragraph (c).

(h) A copy of the formof any contract nmade or to be
made between the applicant and any person, corporation,
partnership, or other entity for the performance on the
applicant's behalf of any function, including, but not limted
to, marketing, admnistration, enrollnent, investnent
managenent, and subcontracting for the provision of health
services to nmenbers.

(i) A copy of the applicant's nost recent financia
statements audited by an independent certified public

accountant. An applicant that is a subsidiary of a parent

entity that is publicly traded, which parent entity prepares

audited financial statenents reflecting the consoli dated
4
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operations of the parent entity and the subsidiary, nmay

petition the office to accept, in lieu of the audited

financial statenment of the applicant, the audited financia

statenment of the parent entity and a witten guaranty by the

parent _entity that the m ninmum capital requirenents of the

applicant required by this part will be nmet by the parent

entity.
(j) A description of the proposed nethod of marketing.

(k) A description of the subscriber conplaint
procedures to be established and mai ntai ned.

(I') The fee for issuance of a license.

(m Such other information as the comr ssion or office
may reasonably require to make the determ nations required by
this part.

Section 3. Section 636.205, Florida Statutes, is
created to read

636. 205 Issuance of license; denial.--

(1) Following receipt of an application filed pursuant

to s. 636.204, the office shall review, and notify the

applicant of any deficiencies in, the application. The office

shall issue a license to an applicant who has filed a conplete

application in conformty with s. 636.204, upon paynent of the

fees specified by s. 636.204, and upon the office being

satisfied that the follow ng conditions are net:

(a) The requirenents of s. 636.204 are fulfilled.

(b) The entity has the required m ni num capital

(c) The ownership, control, and nmanagenent of the

entity are conpetent and trustworthy and possess manageria

experience that would nmake the proposed operation beneficia

to the subscribers. If the office has good reason to believe

that the ownership, control, or managenent of a di scount
5
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1| nedical plan organization includes a person whose business

2| operations are or have been marked by business practices or

3| conduct that is to the detrinment of the public, stockholders,
4| investors, or creditors, the office may not grant or continue
5| the authority of such organization to transact the business of
6| a discount medical plan organization in this state.

7 (d) The discount nedical plan organization has a

8| conplaint procedure that will facilitate the resolution of

9| subscriber grievances and that includes, within the

10| organization, formal and informal steps.

11 (e) Any deficiencies identified by the office have

12| been corrected.

13 (f) Al requirenents of this part are net.

14 (2) If the application for a license is denied, the

15| office shall notify the applicant and shall specify the

16| reasons for denial in the notice.

17 Section 4. Section 636.206, Florida Statutes, is

18| anended to read:

19 636. 206 Exam nations and investigations.--

20 (1) The office may examine or investigate the business
21| and affairs of any discount nedical plan organization. The

22| office may order any discount nedical plan organization or

23| applicant to produce any records, books, files, advertising
24| and solicitation materials, or other information and nay take
25| statenents under oath to determni ne whether the di scount

26| nmedi cal plan organization or applicant is in violation of the
27| law or is acting contrary to the public interest. The expenses
28| incurred in conducting any exani nation or investigation nust
29| be paid by the discount nedical plan organization or

30| applicant. Exam nations and investigati ons nust be conducted
31| as provided in chapter 624—and—discounrt—redical—plan

6
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1| erganizatieons—are——subject—to—alt—apptiecableprovisions—oefthe
2| Fhsurance—code.

3 (2) Failure by the discount nedical plan organization
4| to pay the expenses incurred under subsection (1) is grounds
5| for denial or revocation.

6 Section 5. Section 636.207, Florida Statutes, is

7| created to read

8 636. 207 Applicability of part.--Except as otherw se

9| provided in this part, discount nedical plan organizations are
10| governed by the provisions of this part and are exenpt from
11| the Florida Insurance Code unless specifically referenced.

12 Section 6. Section 636.208, Florida Statutes, is

13| amended to read:

14 636.208 Fees; charges: reinbursenent. --

15 (1) A discount nedical plan organization my charge a
16| periodic charge as well as a reasonable one-tinme processing
17| fee for a discount medical plan ard—a—periodicecharge—tf—=a
18 i

19

20

21

22 (2) 1f the nmenber cancels his or her menbership in the
23| discount nedical plan organization within the first 30 days
24| after the effective date of enrollment in the plan, the nmenber
25| shall receive a reinbursement of all periodic charges upon

26| return of the discount card to the discount nedical plan

27| organi zation.

28 (3) 1f the discount nedical plan organization cancels
29| a _menbership for any reason other than nonpaynent of fees by
30| the menmber, the discount nedical plan organization shall make
31

7
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a pro rata reinbursenent of all periodic charges to the

nenber .

(4 1In addition to the reinbursenent of periodic

charges for the reasons stated in subsections (2) and (3), a

di scount nedi cal plan organi zation shall also reinburse the

nenber for any portion of a one-tinme processing fee that

exceeds $30 per vyear

Section 7. Subsection (1) of section 636.210, Florida
Statutes, is anended to read:

636.210 Prohibited activities of a discount mnedica
pl an organi zation. - -

(1) A discount nedical plan organization may not:

(a) Use in its advertisenments, nmarketing materi al
brochures, and di scount cards the term "insurance" except as

otherwi se provided in this part or as a disclainer of any

rel ati onshi p between di scount nedi cal plan organi zation

benefits and insurance;

(b) Use in its advertisenents, nmarketing materi al
brochures, and discount cards the terns "health plan,"”
"coverage," "copay," "copaynents," "preexisting conditions,"
"guaranteed issue," "prem um "*epretmrenrt— "PPO," "preferred
provi der organization," or other terns in a manner that could
reasonably m slead a person into believing the discount
medi cal plan was heal th insurance;

(c) Have restrictions on free access to plan
provi ders, including, but not limted to, waiting periods and
notification periods; or

(d) Pay providers any fees for nedical services.

Section 8. Section 636.212, Florida Statutes, is

anended to read:

8
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1 636.212 Disclosures.--The foll ow ng discl osures nust

2| be made in witing to any prospective nenber and nust be on

3| the first page of any advertisenents, marketing materials, or
4| brochures relating to a discount nedical plan. The disclosures
5| nmust be printed in not |ess than 12-point type er—ne—sraHer
6| than—thetargesttypeonthe page i+ targerthan—312-point

7| type:

8 (1) That the plan is not a—heatth i nsurance poeH-ey.

9 (2) That the plan provides discounts at certain health
10| care providers for nedical services.

11 (3) That the plan does not nmke payments directly to
12| the providers of nedical services.

13 (4) That the plan menber is obligated to pay for al

14| health care services but will receive a discount fromthose
15| health care providers who have contracted with the di scount

16| pl an organi zation.

17 (5) The eerperate nanme and address thetoeations of

18| the licensed discount nedical plan organization.

19

20| If the initial contract is made by tel ephone, the disclosures
21| required by this section shall be nade orally and provided in
22| the initial witten materials that describe the benefits under
23| the discount nedical plan provided to the prospective or new
24| nenber.

25 Section 9. Subsections (2) and (4) of section 636.214,
26| Florida Statutes, are anended to read:

27 636. 214 Provi der agreenents. --

28 (2) A provider agreenment between a di scount nedica

29| plan organi zati on and a provider nust provide the foll ow ng:
30 (a) A list of the services and products to be provided
31| at a discount.

9
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1 (b) The amount or anounts of the discounts or

2| alternatively, a fee schedule which reflects the provider's
3| discounted rates.

4 (c) That the provider will not charge nmenbers nore

5| than the discounted rates.

6 (4) The discount nedical plan organization shal

7| maintain a copy of each active provider agreenment into which
8| iLt _has entered.

9 Section 10. Section 636.216, Florida Statutes, is

10| amended to read:

11 636.216 Charge or formfilings.--

12 (1) Al charges to nenbers nust be filed with the

13| office and any charge to nenbers greater than $30 per nonth or
14| $360 per year nust be approved by the office before the

15| charges can be used. The di scount nedical plan organization
16| has the burden of proof that the charges bear a reasonable
17| relation to the benefits received by the nmenber.

18 (2) There nmust be a witten agreenent between the

19| di scount nedical plan organization and the nmenmber specifying
20| the benefits under the discount nedical plan and conplying
21| with the disclosure requirenments of this part.

22 (3) Al forms used, including the witten agreenent
23| pursuant to subsection (2), nmust first be filed with and

24| approved by the office. Every formfiled shall be identified
25| by a unique form nunber placed in the |ower |left corner of
26| each form

27 (4) A charge or formis considered approved on the
28| 60th day after its date of filing unless it has been

29| previously disapproved by the office. The office shal

30| disapprove any formthat does not neet the requirenents of
31| this part or that is unreasonable, discrininatory, m sleading,

10
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1| or unfair. If such filings are di sapproved, the office shal

2| notify the discount nedi cal plan organization and shal

3| specify in the notice the reasons for disapproval. Fhe

4| ai ? . . 21 o : I

5| ef—~+eceipt—ofnoticetoregquest—ahearingbeforetheoffice

6| pursuant—teo—echapter—120—

7 Section 11. Subsection (2) of section 636.218, Florida
8| Statutes, is anmended to read:

9 636.218 Annual reports.--

10 (2) Such reports nust be on forns prescribed by the
11| commi ssion and mnust include:

12 (a) Audited financial statenents prepared in

13| accordance with generally accepted accounting principles

14| certified by an independent certified public accountant,

15| including the organi zation's bal ance sheet, incone statenent,
16| and statenent of changes in cash flow for the precedi ng year
17| An organization that is a subsidiary of a parent entity that
18| is publicly traded, which parent entity prepares audited

19| financial statements reflecting the consolidated operations of
20| the parent entity and the organization, may petition the

21| office to accept, in lieu of the audited financial statenent
22| of the organization, the audited financial statenment of the
23| parent entity and a witten guaranty by the parent entity that
24| the mininmum capital requirenents of the organization required
25| by this part will be nmet by the parent entity.

26 (b) If different fromthe initial application or the
27| last annual report, a list of the names and residence

28| addresses of all persons responsible for the conduct of the
29| organi zation's affairs, together with a disclosure of the

30| extent and nature of any contracts or arrangenents between

31
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such persons and the di scount nedical plan organi zation
i ncl udi ng any possible conflicts of interest.

(c) The nunber of discount nedical plan nenbers in the
state.

(d) Such other information relating to the performance
of the discount nedical plan organization as is reasonably
required by the comni ssion or office.

Section 12. Section 636.223, Florida Statutes, is
created to read

636.223 Administrative penalty.--1n |lieu of suspending

or _revoking a certificate of authority, whenever any di scount

nedi cal _plan organi zati on has been found to have viol ated any

provision of this part, the office nmay:

(1) 1lIssue and cause to be served upon the organi zation

charged with the violation a copy of such findings and an

order requiring such organi zation to cease and desist from

engaging in the act or practice that constitutes the

vi ol ati on.

(2) Inpose a nonetary penalty of not |ess that $100

for each violation, but not to exceed an aggregate penalty of

$75, 000.
Section 13. Subsection (2) of section 636.228, Florida

Statutes, is anended to read:

636. 228 Marketing of discount nedical plans.--

(2) The discount nedical plan organization shall have
an executed witten agreement with a marketer prior to the
mar keter's marketing, pronoting, selling, or distributing the

di scount nedi cal plan__Such agreenent shall prohibit the

marketer from using marketing materials, brochures, and

di scount cards without the approval in witing by the discount

nedi cal _plan organi zation. The di scount nedi cal pl an
12
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1| organi zation shall be bound by ard-shall—be+esponsible—and

2| Hraneiatbytablefor any acts of its marketers, within the
3| scope of the marketers' adgency, that do not conply with the

4| provisions of this part.

5 Section 14. Section 636.230, Florida Statutes, is

6| amended to read:

7 636. 230 Bundling di scount nedical plans with other

8| HhAsuranee products.--Wien a marketer or di scount nedical plan
9| organization sells a discount nedical plan together with any
10| other product, the fees for the discount nedical plan eaeh

11| reivdual—preduet nmust be provided in witing to the nmenber
12| if the fees exceed $30 and—itemzed.

13 Section 15. Section 636.236, Florida Statutes, is

14| amended to read:

15 636.236 Surety bond or security deposit.--

16 (1) Each discount nedical plan organization |licensed
17| pursuant to the provisions of this part nust maintain in force
18| a surety bond in its own name in an anpunt not |ess than

19($35,000 to be used at the discretion of the office to protect

20| the financial interests of nenbers who nmay be adversely

21| affected by the insolvency of a discount nedical plan

22| organi zation. The bond nust be issued by an insurance conpany

23| that is licensed to do business in this state.
24 (28 Inlieu of the bond specified in subsection
25((1), a licensed discount nedical plan organization may must

26| deposit and maintain deposited in trust with the departnent
27| securities eligible for deposit under s. 625.52+ having at al
28| times a value of not |ess than $35, 000—Fer—use—bytheoffice
29| +A—pretectingplanrenbers. |If a |licensed discount nedica

30| plan organi zation substitutes its deposited securities under

31| this subsection with a surety bond authorized in subsection
13
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1|(1), such deposited securities shall be returned to the

2| discount nmedical plan organization no later than 45 days

3| following the effective date of the surety bond.

4 (3)€2> No judgnent creditor or other clainmant of a

5| di scount medical plan organization, other than the office or
6| departnent, shall have the right to | evy upon any of the

7| assets or securities held in this state as a deposit under

8| subsections subseetion (1) and (2)

9 Section 16. Section 636.238, Florida Statutes, is

10| amended to read:

11 636.238 Penalties for violation of this part.--

12 (1) Except as provided in subsection (2), a person who
13| willfully violates any provision of this part conmmts a

14| m sdeneanor of the second degree, punishable as provided in s.
15| 775.082 or s. 775.083.

16 (2) A person who operates as or willfully aids and
17| abets anot her operating as a discount nedical plan

18| organi zation in violation of s. 636.204(1) comrits a felony
19| puni shable as provided for in s. 624.401(4)(b), as if the
20| unlicensed di scount nedical plan organization were an
21| unauthorized insurer, and the fees, dues, charges, or other
22| consideration collected fromthe nenbers by the unlicensed
23| discount nedical plan organization or marketer were insurance
24| prem um
25 (3) A person who collects fees for purported
26| nmenbership in a discount nedical plan but purposefully fails
27| to provide the prom sed benefits comrits a theft, punishable
28| as provided in s. 812.014.
29 Section 17. Section 636.242, Florida Statutes, is
30| repeal ed.
31
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1 Section 18. This act shall take effect upon becom ng a
2| law.
3
4 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR
5 Senate Bill 2214
6
7| The conmittee substitute provides the foll owi ng changes:
8| o Allows |limted partnerships, rather than al
partnerships, to be eligible for licensure as a di scount
9 nmedi cal pl an organi zation
10| o Al l ows an applicant for licensure to petition the Ofice
of Insurance Re%ulation to accept the audited financia
11 statenments of the subsidiary's publicly traded parent
conpany in lieu of the applicant's financial statenents
12 and a witten guaranty by the parent conpany that the net
worth requirements of the applicant will be met by the
13 parent conpany.
14| o Aut hori zes the Ofice of Insurance Regul ation to deny
licensure if certain conditions are not by the applicant.
15 The provision reiterates existing requirenents and
creates new requirenents, such as the managenent and
16 ownership of the entity nust be conpetent and possess
manageri al expertise. The office is authorized to deny or
17 revoke licensure for an entity that is deened to be
18 conducting business in a manner that is detrinental.
o] Aut hori zes a licensee to petition the Ofice of Insurance
19 Regul ation to accept audited financial statenents of the
subsidiary's parent conpany with a witten guaranty by
20 the parent conpany that the net worth requirenents of the
aﬁpl|cant will be met by the parent conpany in lieu of
21 the licensee subnitting annual, audited financia
statenents.
22
o] I ncreases the maxi num aggregate adninistrative penalty
23 from $50, 000 to $75, 000.
24| o Rei nserts current |law which provides that it is a
third-degree felony to aid and abet an unlicensed
25 di scount nedi cal plan organization and revises the
standard of intent to "wllfully.”
26
27
28
29
30
31
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