F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1149 2005

1 A bill to be entitled

2 An act relating to insurance adm nistrators; amendi ng s.

3 626.88, F.S.; revising the definition of "adm nistrator”;
4 provi ding additional definitions; anmending s. 626. 8805,

5 F.S.; requiring additional docunments from adm nistrators

6 applying for a certificate of authority; anending s.

7 626. 8817, F.S.; specifying duties and responsibilities of
8 insurers and adm nistrators in adm nistering coverage;

9 anending s. 626.89, F.S.; requiring an audited financi al
10 statenment; providing requirenents; authorizing the
11 Fi nanci al Services Comm ssion to require submttal of
12 reports or filings electronically; creating s. 626.8991,
13 F.S.; authorizing the comm ssion to adopt certain rules;
14 provi ding an effective date.
15
16| Be It Enacted by the Legislature of the State of Florida:
17
18 Section 1. Paragraph (a) of subsection (1) and subsection
19| (2) of section 626.88, Florida Statutes, are anended, and
20| paragraphs (q), (r), and (s) are added to subsection (1) of said
21| section, to read:
22 626.88 Definitions et "admnistrator" and “insurer . --
23 (1) For the purposes of this part, an "admnistrator" is
24| any person who directly or indirectly solicits or effects
25| coverage of, collects charges or premuns from or adjusts or
26| settles clains on residents of this state in connection with
27| authorized comrercial self-insurance funds or with insured or
28| self-insured progranms which provide life or health insurance
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29| coverage or coverage of any other expenses described in s.

30| 624.33(1) or any person who, through a health care risk contract
31| as defined in s. 641.234 with an insurer or health maintenance
32| organization, provides billing and collection services to health
33| insurers and health mai nt enance organi zati ons on behal f of

34| health care providers, other than any of the foll ow ng persons:

35 (a) An enployer, or wholly owned direct or indirect

36| subsidiary of an enployer, on behalf of such enployer's

37| enployees or the enployees of one or nore subsidiary or
38| affiliated corporations of such enpl oyer.

39 (g) An entity which is affiliated wwth an insurer and

40| which only perforns the contractual duties, between the

41| adm nistrator and the insurer, of an adm nistrator for the

42| direct and assuned i nsurance business of the affiliated insurer.

43| The insurer is responsible for the acts of the adm nistrator and

44| is responsible for providing all of the admi nistrator's books

45| and records to the office upon request. For purposes of this

46| paragraph, the term"insurer"” neans a |licensed insurance

47| conpany, health mai nt enance organi zation, prepaid limted health

48| service organization, or prepaid health clinic.

49 (r) A nonresident entity licensed in the entity's state of

50| domicile as an admnnistrator if the entity's duties in this

51| state are linmted to the adm nistration of a group policy or

52| plan of insurance and no nore than a total of 100 |lives for al

53| plans residing in this state.

54 (s) A person licensed as a nanagi ng general agent in this

55| state whose activities are limted exclusively to the scope of

56| activities conveyed under such |icense.

Page 2 of 7

CODING: Words stricken are deletions; words underlined are additions.



F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1149 2005
57
58| A person who provides billing and collection services to health
59 insurers and health mai nt enance organi zati ons on behal f of

60| health care providers shall conply with the provisions of ss.
61| 627.6131, 641.3155, and 641.51(4).

62 (2) For the purposes of this part:

63 (a) "Affiliate" or "affiliated" neans an entity or person

64| who directly or indirectly through one or nore internediaries

65| controls, is controlled by, or is under comon control with a

66| specified entity or person.

67 (b) "Control," including the words "controlling,"

68| "controlled by," and "under conmon control wth," neans the

69| possession, direct or indirect, of the power to direct or cause

70| the direction of the nmanagenent and policies of a person,

71| through the ownership of voting securities, by contract other

72| than a commercial contract for goods or nonnmanagenent services,

73| or otherwi se, unless the power is the result of an official

74| position with or corporate office held by the person. Control is

75| presunmed to exist if any person directly or indirectly owns,

76| controls, holds with the power to vote, or hol ds proxies

77| representing 10 percent or nore of the voting securities of any

78| other person.

79 (c) "Generally accepted accounting principles" or "GAAP"

80| neans United States generally accepted accounting principles

81| consistently applied.

82 (d)—an— "Insurer” includes an authorized comercial self-

83| insurance fund and includes any person undertaking to provide
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84| life or health insurance coverage or coverage of any of the
85| other expenses described in s. 624.33(1).
86 Section 2. Paragraph (d) of subsection (2) of section

87| 626.8805, Florida Statutes, is anmended, paragraph (e) of said
88| subsection is renunbered as paragraph (f), and new paragraph (e)
89| is added to said subsection, to read:

90 626.8805 Certificate of authority to act as

91| admnistrator. --

92 (2) The admnistrator shall file with the office an

93| application for a certificate of authority upon a formto be

94| adopted by the comm ssion and furnished by the office, which

95| application shall include or have attached the foll ow ng
96| information and docunents:
97 (d) Audited annual financial statenents for the nost

98| recent 2 fiscal years which prove that the applicant has a

99| positive net worth. If the applicant has been in existence for

100 less than 2 fiscal years, the application shall include

101| financial statenents or reports, certified by an officer of the

102| applicant and prepared in accordance with generally accepted

103| accounting principles, for any conpleted fiscal years and for

104 any nonth during the current fiscal year for which such

105 financial statenents or reports have been conpleted. An audited

106| financial statenent or report prepared on a consolidated basis

107| shall include a columar consolidating or conbi ni ng wor ksheet

108| that shall be filed with the report, and shall conply with the

109| follow ng:

110 1. Amounts shown on the consolidated audited financi al

111| report shall be shown on the worksheet.
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112 2. Amounts for each entity shall be stated separately
113 3. Explanations of consolidating and elimnating entries
114| shall be included.

115
116| The applicant shall also include such other information as the

117| office requires in order to review the current financial

118| condition of the applicant.

119 (e) A statenent describing the business plan, including

120| information on staffing |l evels and activities proposed in this

121| state and nationwi de. The plan shall provide details setting

122| forth the applicant's capability for providing a sufficient

123| nunber of experienced and qualified personnel in the areas of

124| clains processing, recordkeepi ng, and underwiting Anpual-

125| statements—orreportsfor the 3 mpstrecentyears,—or—such-other
126! int . I e . . I . I
127 ‘i ol e oY " .

128 Section 3. Section 626.8817, Florida Statutes, is anended
129| to read:
130 626. 8817 Responsibilities of insurance conpany with

131| respect to adm nistration of coverage insured.--

132 (1) |If an insurer uses the services of an adm nistrator,

133| the insurer shall be responsible for determ ning the benefits,

134 premumrates, underwiting criteria, and cl ai ns paynent

135| procedures applicable to the coverage and for securing

136| reinsurance, if any. The rules pertaining to these natters shal

137 be provided, in witing, by the insurer to the adni nistrator.

138| The responsibilities of the admnistrator as to any of these

Page 5of 7

CODING: Words stricken are deletions; words underlined are additions.



F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1149 2005

139| matters shall be set forth in the witten agreenent between the

140 adm nistrator and the insurer.

141 (2) It is the sole responsibility of the insurer to

142| provide for conpetent adm nistration of its prograns.

143 (3) In cases in which an administrator administers

144 benefits for nore than 100 certificatehol ders on behalf of an

145 insurer, the insurer shall, at |east sem annually, conduct a

146| review of the operations of the admnistrator. At |east one such

147| review nust be an onsite audit of the operations of the

148| adm ni strator

149 (4) For purposes of this section, the term"insurer" neans

150 a licensed insurance conpany, health mai nt enance organi zati on,

151| prepaid linmted health service organi zation, or prepaid health
152 clinic Asto the admnistration of coverage insured by an

153| insuranceconpany,—the insurance conpany,—and-not—the

154 i i _ shall e I .. I

155 its. ’ L . La .

156| procedures—applicableto-such coverageand-for—securing

157| reinsurance,—ifany.

158 Section 4. Subsections (2) and (3) of section 626. 89,

159| Florida Statutes, are renunbered as subsections (3) and (4),

160| respectively, and new subsections (2) and (5) are added to said
161| section, to read:

162 626. 89 Annual financial statenment and filing fee; notice
163| of change of ownership.--

164 (2) Each authorized administrator shall also file with the

165 office, on or before June 1 for the precedi ng cal endar year

166 ending Decenber 31, an audited financial statenent perforned by
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167| an independent certified public accountant. An audited financi al

168| statenent prepared on a consolidated basis shall include a

169 columar consolidating or conbining worksheet that shall be

170 filed with the statenent, and shall conply with the foll ow ng:

171 (a) Amounts shown on the consolidated audited financial

172 statenent shall be shown on the wor ksheet

173 (b) Amounts for each entity shall be stated separately.
174 (c) Explanations of consolidating and elinmnating entries
175| shall be included.

176 (5) The conmmission nay by rule require all or part of the

177| reports or filings required under this section to be submtted

178| by electronic neans in a conputer-readable formconpatible with

179 the electronic data format specified by the commi ssion.

180 Section 5. Section 626.8991, Florida Statutes, is created

181| to read:

182 626. 8991 Adoption of rules.--The com ssi on nay adopt

183| rules necessary to adninister the provisions of this part.

184 Section 6. This act shall take effect October 1, 2005.
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