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Florida Senate - 2003 CS for SB 2264

By the Committee on Banking and | nsurance; and Senator Atwater

311-2307-03
A bill to be entitled

An act relating to health insurance; anending
s. 627.411, F.S.; revising grounds for
di sapproval of health insurance policy forns
that apply certain rating practices, or that
result in actuarially justified rate increases
under certain circunstances; requiring health
insurance policies to neet a mininumloss ratio
of a specified anpbunt; anending s. 627.6515,
F.S.; anmending conditions that nust be net to
exempt frompart VII of ch. 627, F.S., a group
heal th i nsurance policy issued or delivered
outside this state under which a resident of
this state is provided coverage; providing
rul emaki ng authority; providing an effective
dat e.

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

Section 1. Section 627.411, Florida Statutes, is
amended to read:

627.411 G ounds for disapproval.--

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

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

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

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

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

(e) Is for health insurance, and:

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

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

3. Contains provisions that whieh apply rating
practices that which—resuttt—inpremumescalations—that—are
not—vi-able—for—the—potieyhotder—rarket—or result in unfair
di scrimnation pursuant to s. 626.9541(1)(g) 2. ; irnr——sales
practices—

4, Results in 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
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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

conmmi ssion 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

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

sub- subpar agr aph does not apply to pre-standardi zed Medi care

suppl enent forns.

(f) Excludes coverage for hunman 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 mrunodeficiency virus
i nfection or acquired i nmune deficiency syndrone which are
di fferent than those which apply to any ot her sickness or
nmedi cal condition

(2) In determning whether the benefits are reasonable
inrelation to the prem um charged, the departnent, in
accordance with reasonabl e actuarial techniques, shal
consi der:
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(a) Past |oss experience and prospective |oss
experience within and wi thout this state.

(b) Allocation of expenses.

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

(d) Acquisition costs.

(3)(a) For health insurance coverage as described in
s. 627.6561(5)(a)2., the minimumloss ratio standard of
incurred clains to earned preniumfor the formshall be 65

per cent.
(b) Incurred clains are clains occurring within a

fixed period, whether or not paid during the sane peri od,

under the terns of the policy period.

1. dains include schedul ed benefit paynents, or

services provided by a provider or through a provider network

for dental, vision, disability, and sinmilar health benefits.

2. Cdains do not include state assessnents, taxes,

conpany expenses, or any expense incurred by the conpany for

the cost of adjusting and settling a claim including the

review, qualification, oversight, managenent, or nonitoring of

a claimor incentives or conpensation to providers for other

than the provisions of health care services.

3. A conpany nmay at its discretion include costs that

are denpnstrated to reduce clains, such as fraud i ntervention

prograns or case nmanagenent costs, which are identified in

each filing, are denonstrated to reduce clainms costs, and do

not result in increasing the experience period |loss ratio by

nore than 5 percent.

4. For schedul ed cl ai m paynents, such as disability

incone or long-termcare, the incurred clains shall be the
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present val ue of the benefit paynents di scounted for

conti nuance and interest.
Section 2. Subsection (2) of section 627.6515, Florida
Statutes, is anended, and subsections (9) and (10) are added

to that section, to read
627.6515 Qut-of-state groups.--
(2) Except as provided in this part,this part does

not apply to a group health insurance policy issued or
delivered outside this state under which a resident of this
state is provided coverage if:

(a) The policy is issued to an enpl oyee group the
conposition of which is substantially as described in s.
627.653; a |l abor union group or association group the
conposition of which is substantially as described in s.
627.654; an additional group the conposition of which is
substantially as described in s. 627.656; a group insured
under a bl anket health policy when the conposition of the
group is substantially in conpliance with s. 627.659; a group
i nsured under a franchise health policy when the conposition
of the group is substantially in conpliance with s. 627.663
and the policy was issued prior to January 1, 2003; an

associ ati on group to cover persons associated in any other
common group, which conmon group is fornmed primarily for

pur poses ot her than providing insurance; a group that is
established primarily for the purpose of providing group

i nsurance, provided the benefits are reasonable in relation to
the preniuns charged thereunder and the issuance of the group
policy has resulted, or will result, in econom es of

admi nistration; or a group of insurance agents of an insurer,
which insurer is the policyhol der
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(b) Certificates evidencing coverage under the policy
are issued to residents of this state and contain in
contrasting color and not |ess than 10-point type the
following statenent: "The benefits of the policy providing
your coverage are governed primarily by the |law of a state
other than Florida"; anrd
(c) The policy provides the benefits specified in ss.

627.419, 627.6574, 627.6575, 627.6579, 627.6612, 627.66121
627.66122, 627.6613, 627.667, 627.6675, 627.6691, and
627.66911;
(d) For policies or contracts issued on or after

Cctober 1, 2003, regardless of the type of group described in

this subsection to which the policy is issued, except for

policies issued to provide coverage to groups of persons al

of whomare in the sane or functionally related |licensed

prof essi ons, and provi ding coverage only to such licensed

professionals, their enployees or their dependents, the policy

conplies with the antidiscrimnation provisions set forth in

S. 627.65625, regarding rating and eligibility for enroll nment

and for any benefit under the policy, and with s. 627.6571

(e) The policy is not issued to a group, other than an

enpl oyer group for the benefit of its enployees, that directly

or indirectly uses any health status related factor, as

described in s. 627.65625, in determning eligibility for

initial or continued nenbership in the group or initial or

continued eligibility of any group nenber to participate in

any aspect of the group insurance program and

(f) For purposes of paragraphs (d) and (e), group

heal th i nsurance policy neans any hospital or nedical policy,

hospital or nedical service plan contract, or health

nmai nt enance organi zati on subscriber contract. The term does
6
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not include accidental death, accidental death and

di snmenbernent, accident-only, vision-only, dental -only,

hospital indemity, hospital accident, cancer, specified

di sease, Medicare Suppl enent, products that suppl enent

Medi care, long-termcare, or disability incone insurance,

simlar supplenental plans provided under a separate policy,

certificate, or contract of insurance, which cannot duplicate

coverage under an underlying health plan and are specifically

designed to fill gaps in the underlying health plan

coi nsurance, or deductibl es; coverage issued as a suppl enent

to liability insurance;, workers' conpensation or sinilar

i nsurance; or autonobil e nedical -paynent insurance.

(9) The Financial Services Comi ssion shall adopt

rul es necessary to adnminister this section.

(10) The Financial Services Conmission nmay adopt rul es

to establish standards for exenpting certain groups fromthe

provi sions of paragraphs (2)(d) and (e). Such rul es shal

establi sh standards for determning that the nenbers of the

group policy are provided protection fromrate escal ati ons

fromthe segregation of risks and that nenbers are provided

protection by an individual or board that is not owned or

controlled by the carrier or affiliate of the carrier and acts

in a fiduciary capacity for the protection of its nenbers. The

of fice nmust provide, upon request of an insurer, a 90-day

exenption fromthe COctober 1, 2003, effective date of

par agraphs (2)(d) and (e) to any insurer:

(a) Having an approved filing for individual business
by Cctober 1, 2003; and

(b) Certifying that each individual issued a policy or
certificate after COctober 1, 2003, will be offered the
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1| opportunity to switch his or her policy to the new format the
2| end of the exenption peri od.
3
4 | The provisions of paragraphs (2)(d) and (e) do not apply to
5] policies or certificates issued prior to Cctober 1, 2003.
6 Section 3. This act shall take effect July 1, 2003.
7
8 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR
9 Senate Bill 2264
10
11| The conmittee substitute does the foll ow ng:
12 | - Revises the criteria in s. 627.6515, F.S., for a policy
i ssued to a group outside of Florida, but which covers
13 Florida residents, to be exenpt fromthe requirenents of
part VIl of chapter 627, F.S., that apply to group health
14 i nsurance policies issued in Florida.
15 - Amends s. 627.411, F.S,, to revise the standards for
di sapproval of health insurance rate f|||n?s. The. changes
16 require that health insurance policies neef a m ni num
loss ratio of at |east 65 percent and provide nore
17 specific grounds for disapproval of certain rate
I Ncr eases.
18
19
20
21
22
23
24
25
26
27
28
29
30
31
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