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By Senat or Fornman

32-812A-00

1 A bill to be entitled

2 An act relating to health care coverage;

3 anmending s. 627.402, F.S.; defining the term
4 "insurer conduct"; anending s. 627.410, F.S.

5 prescribing requirenents for determning

6 whet her a health insurance policy provides

7 benefits that are reasonable in relation to

8 premiumrates; providing disclosure

9 requirements regarding rates; revising certain
10 filing requirenents regarding actuari al

11 justification; deleting certain provisions that
12 establ i sh presunptions regarding the

13 reasonabl eness of rates; amending s. 627.411
14 F.S.; authorizing the Departnent of I|nsurance
15 to di sapprove forns, rate nmanuals, or rate

16 schedul es because of certain rates or rate

17 i ncreases; creating s. 627.42396, F.S.

18 requiring certain health insurance policies to
19 all ow i nsureds to obtain drugs that are not
20 included in the insurer's drug formulary;
21 anending s. 641.31, F. S.; providing
22 requi rements for determ ning whether a health
23 mai nt enance contract provides benefits that are
24 reasonable in relation to prem umrates;
25 provi di ng di scl osure requirenments regarding
26 premiumrates; authorizing the Departnent of
27 I nsurance to di sapprove rate changes that
28 exceed certain standards; requiring certain
29 heal th mai nt enance contracts to all ow nenbers
30 to obtain drugs that are not included in the
31 heal t h mai nt enance organi zation's drug
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1 fornmulary; anmending s. 641.315, F. S

2 prohibiting certain referrals to collection

3 agenci es; providing an effective date.

4

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

6

7 Section 1. Subsection (3) is added to section 627.402,
8| Florida Statutes, to read

9 627.402 Definitions; specified certificates not

10| included.--As used in this part, the term

11 (3) "lInsurer conduct" neans the follow ng actions or
12 | inactions of an insurer or health nmi ntenance organization
13| with respect to a policy formwhich result in inadequate rates
14 | and the need for extraordinary rate increases:

15 (a) Failure to nmake a filing in conpliance with s.

16 | 627.410(7) or s. 627.6745(2);

17 (b) Failure to correct arate filing when the

18 | departnent has presented information to the conpany at the
19| tine the filing is approved which suggests that the rates are
20 | i nadequate and the conpany fails to adequately resol ve the
21 | departnent's concerns;

22 (c) Violation of applicable actuarial standards of

23| practice at the tine of a filing;

24 (d) Failure to inplenent the underwiting standards
25| assuned in the pricing assunptions of the form or

26 (e) The use of pricing assunptions that denpnstrate a
27 | pattern of product underpricing.

28 Section 2. Subsections (6), (7), and (8) of section
29| 627.410, Florida Statutes, are anended to read:

30 627.410 Filing, approval of forns.--

31
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(6)(a) An insurer shall not deliver or issue for
delivery or renewin this state any health insurance policy
formuntil it has filed with the departnent a copy of every
applicable rating nmanual, rating schedule, change in rating
manual , and change in rating schedule; if rating manual s and
rati ng schedul es are not applicable, the insurer nmust file
with the departnent applicable prem umrates and any change in
appl i cabl e prem umrates.

(b) The departnent may establish by rule, for each
type of health insurance form procedures to be used in
ascertaining the reasonabl eness of benefits in relation to
premiumrates and may, by rule, exenpt from any requirenment of
paragraph (a) any health insurance policy formor type thereof
(as specified in such rule) to which formor type such
requi rements nmay not be practically applied or to which form
or type the application of such requirenents is not desirable
or necessary for the protection of the public. Wth respect to
any health insurance policy formor type thereof which is
exenpted by rule fromany requirenent of paragraph (a),
premumrates filed pursuant to ss. 627.640 and 627.662 shal
be for informational purposes.

(c) Every filing nmade pursuant to this subsection
shall be made within the sane tine period provided in, and
shal | be deened to be approved under the sane conditions as
t hose provided in, subsection (2).

(d) Every filing nmade pursuant to this subsection
except disability incone policies and accidental death
policies, shall be prohibited fromapplying the follow ng
rati ng practices:

1. Select and ultimate prenium schedul es.

3
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2. Premiumclass definitions which classify insured
based on year of issue or duration since issue.

3. Attained age premiumstructures on policy forns
under which nore than 50 percent of the policies are issued to
persons age 65 or over.

(e) Except as provided in subparagraph 1., an insurer
shal |l continue to nake available for purchase any individua
policy formissued on or after Cctober 1, 1993. A policy form
shal |l not be considered to be avail able for purchase unl ess
the insurer has actively offered it for sale in the previous
12 nont hs.

1. An insurer may discontinue the availability of a
policy formif the insurer provides to the departnent in
witing its decision at |least 30 days prior to discontinuing
the availability of the formof the policy or certificate.
After receipt of the notice by the departnment, the insurer
shall no longer offer for sale the policy formor certificate
formin this state.

2. An insurer that discontinues the availability of a
policy form pursuant to subparagraph 1. shall not file for
approval a new policy formproviding simlar benefits as the
di scontinued formfor a period of 5 years after the insurer
provides notice to the departnent of the discontinuance. The
period of discontinuance may be reduced if the departnent
determ nes that a shorter period is appropriate.

3. The experience of all policy forns providing
simlar benefits shall be conbined for all rating purposes.

(f) To satisfy the requirenent that benefits are

reasonable in relationship to the premumrates, in addition

to any requi renent established under paragraph (b), the

premiumrate schedul e nust:

4
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1. Reflect only the actual and reasonabl e

admi ni strative expenses of the insurer for the efficient

adm ni strati on and mai nt enance of the affected forns;

2. Reflect a reasonable profit and contingency nargin;

and
3. For coverage sold to an individual who pays up to a

stated predeterm ned anount per day or per confinenent for one

or nore naned conditions, naned di seases, or acci dent al

injury, or pays based on the costs of specified health care

services, be deternined such that not |ess than 85 percent of

addi tional prem unms charged an i nsured, which premuns are

charged at greater than the rate in effect when the coverage

was purchased, will apply to policyhol der benefits. This

subpar agr aph does not apply to increases in preniuns for

attai ned age based on an existing preniumrate schedul e, nor

to policies for which 30 percent or nore of the total initial

heal th i nsurance claimcosts are attributable to benefits that

are based on costs of specified health care services.

(g) Each insurer shall provide the foll ow ng

di scl osure infornmation to potential insureds at the tine of

solicitation of coverage and to all insureds at the tine of

any rate increase under the formin readily understandabl e

| anguage and format. The di sclosure nust include the current

rate and any schedul ed or anticipated rate increases, an

expl anati on of when the rates may be changed, and a 10-year

rate increase history on the formand sinlar forms. The

information nust be filed with the departnent with any form or

rate filing nade under this section. The departnent nmay adopt

rules to administer this paragraph.

(7)(a) Each insurer subject to the requirenents of
subsection (6) shall make an annual filing with the departnent
5
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no later than 12 nonths after its previous filing,
denonstrating the reasonabl eness of benefits in relation to
premumrates. The departnment, after receiving a request to
be exenpted fromthe provisions of this section, may, for good
cause due to insignificant nunbers of policies in force or

i nsignificant prem umvol ume, exenpt a conpany, by line of
coverage, fromfiling rates or rate certification as required
by this section.

(b) The filing required by this subsection shall be
satisfied by one of the foll owi ng nethods:

1. Arate filing prepared by an actuary which contains
docunent ati on denonstrating the reasonabl eness of benefits in
relation to premuns charged in accordance with the applicable
rating laws and rul es pronul gated by the departnent.

2. If no rate change is proposed, a filing that which
consists of actuarial justification and a certification by an

actuary that benefits are reasonable in relation to prem uns
currently charged in accordance with procedures that are
consistent with applicable |aws and rul es adopt ed promigated
by the departnent.

(c) As used in this section, "actuary" neans an
i ndi vidual who is a nenber of the Society of Actuaries or the
Anerican Acadeny of Actuaries. |If an insurer does not enpl oy
or otherwise retain the services of an actuary, the insurer's
certification shall be prepared by insurer personnel or
consultants with a mninmumof 5 years' experience in insurance
rat enaki ng. The chi ef executive officer of the insurer shal
review and sign the certification indicating his or her
agreenent with its concl usions.

(d) If at the tinme a filing is required under this
section an insurer is in the process of conpleting a rate

6
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review, the insurer may apply to the departnent for an
extension of up to an additional 30 days in which to nake the
filing. The request for extension nust be received by the
departnment in its offices in Tallahassee no later than the
date the filing is due.

(e) If an insurer fails to nmeet the filing
requi renents of this subsection and does not subnmit the filing
within 60 days following the date the filing is due, the
departnment may, in addition to any other penalty authorized by
| aw, order the insurer to discontinue the issuance of policies
for which the required filing was not nmade, until such tine as
the departnent determines that the required filing is properly
subnmitted
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16 Section 3. Subsection (1) of section 627.411, Florida
17 | Statutes, is anended to read:

18 627.411 G ounds for disapproval.--

19 (1) The department may shatt di sapprove any form rate
20 | manual, or rate schedule filed under s. 627.410, or w thdraw
21| any previous approval thereof, only if the form nmnual, or

22 | schedul e:

23 (a) Is in any respect in violation of, or does not

24 | conply with, this code.

25 (b) Contains or incorporates by reference, where such
26 | incorporation is otherw se perm ssible, any inconsistent,

27 | anbi guous, or nisleading clauses, or exceptions and conditions
28 | whi ch deceptively affect the risk purported to be assuned in
29 | the general coverage of the contract.

30 (c) Has any title, heading, or other indication of its
31| provisions which is nmsleading.

10
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(d) Is printed or otherw se reproduced in such manner
as to render any material provision of the formsubstantially
illegible.

(e) |Is for health insurance, and provides benefits
t hat whieh are unreasonable in relation to the prem um charged
orscontains provisions that whieh are unfair or inequitable,
of are contrary to the public policy of this state, are
unfairly discrininatory, eF—whiefr encourage m srepresentation

or whieh apply rating nethods, assunptions, or practices that

result in:
1. Rat e i ncreases because of insurer conduct as

defined in s. 627.402, unless such increase is inplenented

with an approved rate for new insureds and as to existing

insureds at the tine of the increase, over a period of years

as foll ows:
a. For fornms with benefits subject to nedica

inflation, the prem um schedul e i ncrease applicable to

existing insureds at the tine of the filing nmust be the

greater of 10 percent or 135 percent of nedical trend. Annua

rate increases in subsequent years for the new i ssue pren um

schedul e nust be increased in accordance with rul es adopted by

the departnent. The annual increase for the existing insureds,

prem um schedul e nust be the greater of 10 percent of the new

i ssue prem um schedul e or 135 percent of the rate increase

approved for the new i ssue prem um schedule until the two

prem um schedul es conver ge.

b. For fornms with benefits not subject to nedica

inflation, the period of years for the two schedules to

converge nust be 2 years if the two rate increases are | ess

than 10 percent, otherw se 3 years;

11
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1 2. Rate increases because of multiple events of

2 | insurer conduct unless a plan of corrective action is approved
3| by the departnent;

4 3. Rate increases attributed to fornms being closed to
5| new sal es, unless such increase is limted to the rate

6 | increase being realized in the general insurance narket of

7| current forns available for sale with simlar benefits; or

8 4. For new forns, rate schedul es that are not

9 | actuarially sustainable, except for nedical-trend increases
10 | where applicabl e.

11

12 | The departnent shall adopt rules to inplenent this paragraph
13 | practieces—which—+resut—in—prenumescatations—that—arenot

14 | viabte—for—the—poteyhotder—market—or—resut-t—n—unfai+

15 | di-sertmnati-on—in——Ssates—practieces—

16 (f) Excludes coverage for hunman i munodefi ci ency virus
17 | infection or acquired i nmune deficiency syndrone or contains
18| linmtations in the benefits payable, or in the terns or

19 | conditions of such contract, for human i munodefi ciency virus
20| infection or acquired i mune deficiency syndrone which are

21 | different than those which apply to any ot her sickness or

22 | nedi cal condition.

23 Section 4. Section 627.42396, Florida Statutes, is

24 | created to read:

25 627. 42396 Coverage for prescription drugs.--A health
26 | insurance policy that offers prescription drug coverage for
27 | drugs included in a fornmulary nmust al so contain a provision
28 | that allows insureds to obtain prescription drugs not included
29| in the insurer's drug formulary, if the insured's treating

30| physician certifies that the drug is essential for effective
31| treatnment of the insured's covered condition. The insured' s

12
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copaynent nmay not exceed the anpbunt payable by the insured for

nongeneri c prescription drugs covered by the fornul ary.
Section 5. Subsections (1), (2), and (3) of section
641.31, Florida Statutes, are anmended and subsection (39) is

added to that section to read:

641. 31 Heal th mai ntenance contracts. --

(1) Any entity issued a certificate and otherwise in
conpliance with this part nay enter into contracts in this
state to provide an agreed-upon set of conprehensive health
care services to subscribers in exchange for a prepaid per
capita sumor a prepaid aggregate fixed sum Each subscri ber
shal | be given a copy of the applicable health naintenance
contract, certificate, or nenber handbook. Wi chever docunent
is provided to a subscriber shall contain all of the
provi sions and di sclosures required by this section

(2)(a) The rates charged by any heal th mai ntenance
organi zation to its subscribers shall not be excessive,

i nadequate, or unfairly discrimnatory or follow a rating
net hodol ogy that is inconsistent, indeterm nate, or amnbi guous
or encourages m srepresentati on or msunderstanding. The
departnent, in accordance with generally accepted actuari al
practice as applied to health maintenance organi zati ons, nay
define by rule what constitutes excessive, inadequate, or
unfairly discrinmnatory rates and nmay require whatever
information it deens necessary to deternine that a rate or
proposed rate neets the requirenents of this subsection

(b) To satisfy the requirenent that benefits are

reasonable in relationship to the rates charged, in addition

to any requi renent established under paragraph (a), the

premiumrate schedul e nust:

13
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1. Reflect only the actual and reasonabl e

admi ni strative expenses of the health mai nt enance organi zati on

for the efficient adm nistrati on and mai nt enance of the

affected forms; and

2. Denopnstrate a reasonable profit and contingency

nar gi n.
(c) Each health nmi ntenance organi zati on shall provide

the followi ng disclosure information to potential subscribers

at the tine of solicitation of coverage and to all subscribers

at the tine of any rate increase under the formin readily

under st andabl e | anguage and fornmat. The di scl osure nust

include the current rate and any schedul ed or anticipated rate

i ncreases, an expl anation of when the rates nmay be changed,

and a 10-year rate increase history on the formand sinilar

forns. The information nmust be filed with the departnent with

any formor rate filing made under this section. The

departnment may adopt rules to administer this paragraph.

(3)(a) If a health maintenance organi zation desires to
anmend any contract with its subscribers or any certificate or
nmenber handbook, or desires to change any basic health
nmai nt enance contract, certificate, grievance procedure, or
nmenber handbook form or application formwhere witten
application is required and is to be nmade a part of the
contract, or printed anendnent, addendum rider, or
endorsenent formor formof renewal certificate, it may do so,
upon filing with the departnent the proposed change or
anmendnent. Any proposed change shall be effective
i mredi ately, subject to disapproval by the departnent.
Fol | owi ng recei pt of notice of such disapproval or w thdrawal
of approval, no health nmi ntenance organi zation shall issue or

14
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use any form di sapproved by the departnent or as to which the
departnent has withdrawn approval .

(b) Any change in the rate is subject to paragraph (d)
and requires at |east 30 days' advance witten notice to the
subscriber. In the case of a group nenber, there nay be a
contractual agreenment with the health mai ntenance organi zation
to have the enployer provide the required notice to the
i ndi vi dual nenbers of the group

(c) The departnent shall disapprove any formfiled
under this subsection, or wthdraw any previ ous approval
thereof, if the form

1. 1Is in any respect in violation of, or does not
conply with, any provision of this part or rule adopted
t her eunder .

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

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

4. |s printed or otherw se reproduced in such a nmanner
as to render any material provision of the formsubstantially
illegible.

5. Contains provisions which are unfair, inequitable,
or contrary to the public policy of this state or which
encourage mni srepresentation

6. Excludes coverage for human i munodefi ci ency virus
i nfection or acquired i mune deficiency syndrone or contains
limtations in the benefits payable, or in the terns or
condi tions of such contract, for human i mmunodeficiency virus

15
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i nfection or acquired i nmune deficiency syndrone which are
di fferent than those which apply to any ot her sickness or
nmedi cal condition

(d)1. Any change in rates charged for the contract
nmust be filed with the departnent not |ess than 30 days in
advance of the effective date. At the expiration of such 30
days, the rate filing shall be deened approved unless prior to
such tine the filing has been affirmatively approved or
di sapproved by order of the departnment. The approval of the
filing by the departnment constitutes a waiver of any unexpired
portion of such waiting period. The departnent may extend by
not nore than an additional 15 days the period within which it
may so affirmatively approve or disapprove 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 affirnmative
approval or disapproval, any such filing shall be deened
approved.

2. The departnent shall di sapprove any change in rates

whi ch applies rating nethods, assunptions, or practices that

result in:
a. Rate increases because of insurer conduct, as

defined in s. 627.402, unless such increase is inplenented

with an approved rate for new insureds and as to existing

insureds at the tine of the increase, over a period of years,

so that for forms with benefits subject to nedical inflation

the prenmium schedul e i ncrease applicable to existing insureds

at the tine of the filing is the greater of 10 percent or 135

percent of nedical trend. Annual rate increases in subsequent

years for the new i ssue prem um schedul e nust be increased in

accordance with rul es adopted by the departnent. The annua
16
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1| increase for the existing insureds' pren um schedul e nust be
2| the greater of 10 percent of the new i ssue prenium schedul e or
3| 135 percent of the rate increase approved for the new i ssue

4 | prem um schedul e until the two preni um schedul es conver ge;

5 b. Rate increases because of multiple events of

6 | insurer conduct unless a plan of corrective action is approved
7 | by the departnent;

8 c. Rate increases attributed to forms being closed to
9| new sal es, unless such increase is limted to the rate

10| increase bheing realized in the general insurance market of

11| current forns available for sale with sinmlar benefits; or

12 d. For new forns, rate schedul es that are not

13 | actuarially sustai nabl e, except for nedical -trend increases
14 | where applicabl e.

15

16 | The departnent shall adopt rules to inplenent this

17 | subpar agr aph.

18 (e) It is not the intent of this subsection to

19 | restrict unduly the right to nodify rates in the exercise of
20 | reasonabl e busi ness j udgnent.

21 (39) A health nmintenance organi zati on contract form
22 | that provides prescription drug coverage for drugs included in
23| a formulary nust also contain a provision that all ows nenbers
24 | to obtain prescription drugs not included in the health

25 | mai ntenance organi zation's drug fornulary if the nenber's

26 | treating physician certifies that the drug is essential for
27 | effective treatnent of the menber's covered condition. The

28 | nenber's copaynent nmay not exceed the anount payabl e by the
29 | nenber for nongeneric prescription drugs covered by the

30| formul ary.

31
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1 Section 6. Subsection (3) of section 641.315, Florida
2| Statutes, is anended to read:
3 641. 315 Provider contracts. --
4 (3) No provider of services or any representative of
5| such provider shall collect or attenpt to collect froman HMO
6 | subscri ber any noney for services covered by an HMO, i ncl uding
7| referral to a collection agency, and no provider or
8 | representative of such provider nmay namintain any action at |aw
9 | agai nst a subscriber of an HMO to coll ect nbney owed to such
10 | provider by an HMO
11 Section 7. This act shall take effect July 1, 2000,
12 | and apply to all policies, contracts, and policies issued or
13 | renewed on or after that date.
14
15 kkkkhkkhkkhkkhkkhkkhkhkhkhkkhkkhkhkhkhkkhkkhkikhkhkkhkkhkikhkkikkhkkikkikkhkkikkk*k
16 SENATE SUMVARY
17 Revi ses nuner ous Proyisions relating to rates and rate
i ncreases on health insurance policies and health
18 mai nt enance contracts, Establishes disclosure .
requi renents and provides rate increase guidelines.
19 Aut'hori zes the Departnent of Insurance to di sapprove
certain forns, rate manuals, and rate schedul es. Provides
20 for insureds and nenbers to obtain non-fornul ary drugs.
Defines the term"insurer conduct." Prohibits s from
21 referring certain debts to collection agencies. (See bil
for details.)
22
23
24
25
26
27
28
29
30
31
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