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l. Summary:

Chapter 651 provides for the licensure and regulation of Continuing Care Retirement
Communities (CCRCs) and the continuing care contracts they offer. A continuing care contract
isaform of insurance under which an individud receives, in exchange for asubstantid one-time
premium or entry fee and, typicaly, monthly maintenance fees, theright to resde in aresdentia
unit or nurang home at a CCRC for the rest of hisor her life, together with rights to hedth-
related services and food service. Continuing Care Retirement Communities are regulated by the
Department of Insurance and chapter 651 includes financid requirements for licensure of the
CCRC and provisons as to the content of a continuing care contract.

There are presently 74 CCRCsin Horida and each CCRC is required to maintain certain
minimum liquid reserves for the benefit of facility resdents, conssting primarily of both a debt
sarvice and operating reserve. Astheir costs increase, CCRCs must place additiond fundsin
reserve.

Committee Subgtitute for Senate Bill 1246 would provide for the following:

The amount of property insurance premiums used in calculating a CCRCs' debt service
reserve and amount of liability insurance premiums used in caculaing their operating
reserve could not exceed premiums paid in calendar year 1999.

For CCRCslicensed during or after 1999, the amount of property insurance premiums
used in caculating the debt service reserve, and the amount of liability insurance used in
cdculating the operating reserve would be limited to the amount paid during the first 12
months of operation.
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The debt service reserve would be required to be made whole over aperiod of years
beginning in January 2006. The bill does not include a smilar provison for making the
operating reserve whole at some future time.

For CCRC nursing facilities, any sheltered beds used to provide extended congregate care
may not qudify for funding under the Medicaid waiver program.

For CCRC nursing facilities, any sheltered beds used to provide extended congregeate care
may share certain services, saff, and common areas with beds designated for nursing
home care, provided al beds are under common ownership. Fire and life safety codes
goplicable to nursing home facilities would apply.

Provides that residents, are not considered “new admissions’ when they enter the CCRCs
nursing facility for purposes of section 400.141(15)(d), F.S., which provides for a sdf-
imposed moratorium for nursng homes that have failed to meet the minimum gaffing
standards for two consecutive days.

Authorizes the Department of Insurance to accept required documents and information
related to CCRCs dectronicdly or by facamile and adopt implementing rules.

Thisbill substantially amends the following sections of the Florida Statutes.. 651.015, 651.035,
and 651.118.

Il. Present Situation:

Continuing Car e Retirement Communities

Chapter 651 provides for the licensure and regulation of Continuing Care Retirement
Communities (CCRCs) and the continuing care contracts they offer. A continuing care contract
isaform of insurance under which an individua receives, in exchange for asubstantid one-time
premium or entry fee and, typicaly, monthly maintenance fees, the right to reside in aresdentia
unit or nursing home at a CCRC for therest of hisor her life, together with rights to hedth-
related services and food service. Continuing Care Retirement Communities are regulated by the
Department of Insurance and chapter 651 includes financid requirements for licensure of the
CCRC and provisions as to the content of a continuing care contract.

There are presently 26,000 residentsin the 74 CCRC'sin Florida.* Such communities offer
senior citizens an independent lifestyle and long-term security as well as access to coordinated
socid activities, dining services and hedlth care when and if the need arises. Continuing care
contracts are sometimes referred to as “life care’ because of the opportunity for a continuum of
care to be provided by or within one community. Upon payment of entrance and monthly fees,
continuing care contracts provide a lifetime residence and either nursing care or persond
services to the resdent.

The mgority of such communities operate on a not-for-profit basis and have been regulated by
the state since 1953.2 A certificate of authority (COA) from the department is required before a
CCRC may commence congtruction, operate, or issue continuing care contracts. Prior to
gpplying for aCOA, a CCRC mugt hold a provisona COA. The application for aprovisond

! Horida Association of Homes for the Aging.
2 According to the Department of Insurance, 53 of the 74 CCRCs are not-for-profit.
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certificate requires subgtantid financia information about the CCRC; the personsin control of
the community, copies of the continuing care contracts, advertisng materids to be used by the
CCRC, and amarket feasibility study. Issuance of aprovisond certificate dlows the CCRC to
collect entrance fees and reservation deposits, which must be escrowed.

Provisional COAs and COAs are subject to annual review and renewal by the Department. The
Department has the same powers with respect to insolvent or potentially insolvent CCRCs as it
has with respect to insolvent or potentialy insolvent insurers.

Minimum Liquid Reserve Requirement

Currently, CCRCs must maintain a statutorily established minimum liquid reserve® This reserve
isin fact two separate reserves based on two separate calculations. One is the “debt service
reserve’” and CCRCs must maintain in that reserve dl principa and interest expenses due during
the fiscal year on any mortgage loan or long-term debt of the facility, including expenses for
taxes and property insurance. The second is the “operating reserve’ which is based on a 3-year
average of total operating expenses, less depreciation, amortization, interest, liability insurance
and taxes. Each CCRC must maintain in their operating reserve an amount equal to 30 percent of
the total projected operating expenses for the first 12 months of operation and 15 percent
theresfter.

According to the Florida Association of Homes for the Aging, CCRC residents bear the cost of
al increases in insurance premiums and the minimum liquid reserve requirement adds to their
burden. Funds are held in reserve ultimately for the benefit of the residents.

Nursng Home Sharing Space, Staff, and Services with Extended Congregate Care

Extended congregate care is a desgnation of a category of asssted living facility beds that
permits the assisted living facility to provide nursing services that would not be included in the
licensure authority of the asssted living facility. This designation is intended to permit the
residents of the assisted living facility to “agein place,” rather than be forced to move to another
facility to receive the necessary nursing services. Continuing Care Retirement Communities may
request the Agency for Hedlth Care Adminigration (AHCA) to authorize the use of beds licensed
as sheltered nursing home beds in adigtinct part of anursang home to be used as extended
congregate beds. The beds may be returned to the origind use as shdtered nursng home beds
after naticeisgiven to AHCA.

Insurance Costsfor Nursing Homes

In 2000, the Florida Legidature established a 19-member Task Force on Availability and
Affordability of Long-Term Care.* The Task Force, chaired by Lt. Governor Brogan, was
charged with studying issues relaed to the provision of long-term care to the ederly in nursing
homes, dternatives to nurang homes, and the issues surrounding the avail ability and

33651035 FS.
4 Ch. 2000-190, L.O.F.
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afordability of liability insurance® The Task Force' sfind informational report was submitted to
the Legidature in January of 2001.

Included in the Task Force s report was data il lustrating a“ rapidly worsening trend” in CCRC
liability insurance premiums® Thisinformationindicated an average percent increasein totdl
premiums of 15 percent from1998 t01999 and 74 percent from 1999 to 2000. Between 1998 and
1999, 7 percent of CCRCs experienced premium increases in excess of 100 percent. Between
1999 and 2000, premiums more than doubled for 42 percent of CCRCs, and 12 percent had
increases in excess of 1,000 percent.

The find report included these comments on the issue of insurance cogts in conjunction with
minimum liquid reserve reguirements:

“CCRCs are particularly vulnerable in a deteriorated insurance market and are adversdly
impacted by soaring insurance premiums for severa reasons. Most properties are owned
by organizations that do not have a national base to spread the liability risk and lack the
leverage of large numbers to negotiate lower premiums. .. Further, al Florida CCRCs are
required by law to maintain liquid reserves equa to 15% of operating expenses (after a
start up year rate of 30% and based on athree year average), which includes the cost of
insurance. CCRCs mugt try to pay not only the vastly increased premiums, but also set
aside additiond sums of cash to comply with reserve requirements (that have escaated
aong with the liakility premiums). This double- hit adversely impacts debt ratios and
places many not-for-profit providers out of the digibility parameters to borrow new
money or meet the requirements of their existing bond issues”’

. Effect of Proposed Changes:

The Department of Insurance would be authorized to accept from CCRCs certain documents and
information eectronicaly or by facamile in reaion to applications for provisond certificates of
authority and other required reports. The department may adopt implementing rules pursuant to
this authorization.

The bill dso revises the minimum liquid reserve requirements as to CCRCs. Specificaly, the
amount of property insurance premiums used in caculating a CCRCs “debt service’ reserve, and
the amount of liability insurance premiums used in caculating the “operating” reserve, could not
exceed premiums paid in caendar year 1999. For CCRCs licensed during or after caendar year
1999, the amount of property insurance premiums used in calculating the debt service reserve,
and the amount of liahility insurance premiums used in caculaing the operating reserve, would
be limited to the amount paid during the first 12 months of facility operation. However, the bill
would include a provison for making the debt service reserve whole over a period of years
beginning January 1, 2006, and each year theresfter. This would be achieved by requiring
CCRCsto increase the amount of property insurance premiums used in calculating the debt
service reserve by 10 percent of the premium paid that year until attributable premium equas

® The Florida Policy Exchange Center on Aging a the University of South Florida provided research and staff support to the
Task Force.

® Survey by the Department of Insurance of CCRCs liability insurance premiums (on page 628 of the Task Force report).

" Page 628 of Task Forcereport.
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100 percent of the actua premium. The bill does not include asmilar provison for making the
operating reserve whole at some future time.

Further, the bill specifies that CCRC nursing homes providing sheltered beds used to provide
extended congregate care may not quaify for funding under the Medicaid waiver program. This
provison is necessary, according to representatives with asssted living facilities, because there
are alimited amount of Medicaid waiver dollars available. The bill aso provides that any
sheltered beds used to provide extended congregate care would be permitted to share certain
services, gaff, and common areas with beds designated for nursing home care, provided that al
of the beds are under common ownership. Fire and life safety codes gpplicable to nursing homes
would apply. The bill dso clarifies that residents of a CCRC would not be considered “ new
admissions’ when they enter the CCRCs nursing facility for purposes of s. 400.141(15)(d), F.S,
which provides for a sdf-imposed moratorium for nurang homes thet have failed to meset the
minimum gtaffing sandards for two consecutive days.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

None.

B. Private Sector Impact:

To the extent that the reserve requirements will shiedld CCRCs and their members from
the full weight of liability and property insurance increases being included in the total
caculation of the required reserves, the resdents may redize some savings. However,
reduced reserve amounts will mean fewer dollars are available to the Department of
Insurance to operate afacility if a provider becomes insolvent and unable to continue to
operate the facility.

If liability insurance premiums for CCRCs continue to increase, the operating reserve
will continue to decline relative to the actua expenses of the CCRC. The bill does not
require that the 1999 premiums ever be made “trued up” asit does for the property
insurance premiums used to calculate the debt reserve.
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VI.

VII.

VIII.

Nursing facilities will benefit because they can utilize sheltered beds (used to provide
extended congregate care) to now share common aress, services, and staff with beds
designated for nursing home care.

C. Government Sector Impact:

Rulemaking authority is provided to the Department related to accepting certain
documents dectronically or by facsmile. Thisimpact is expected to be minor.

Technical Deficiencies:
None.

Related Issues:

None.

Amendments:

None.

This Senate staff analysis does not reflect the intent or officia position of the bill’ s sponsor or the FHorida Senate.




