Fl ori da Senate - 2005 CS for SB 1432

By the Commrittee on Banking and |Insurance; and Senator Baker

597-1795- 05
1 A Dbill to be entitled
2 An act relating to insurance adni ni strators;
3 anending s. 626.88, F.S.; redefining the term
4 "adm nistrator" and defining the terns
5 "affiliate," "control," and "GAAP"; anending s.
6 626.8805, F.S.; requiring additiona
7 informati on to acconpany an application for a
8 certificate of authority to act as an
9 adm ni strator; anending s. 626.8817, F.S.
10 detailing the responsibilities of an insurance
11 conpany in its dealings with an admi ni strator
12 anmending s. 626.89, F.S.; prescribing
13 information that nust be submitted in an
14 adm ni strator's annual report; authorizing the
15 Fi nanci al Services Conmi ssion to require
16 el ectroni c subm ssion of annual reports;
17 creating s. 626.8991, F.S.; authorizing the
18 conmmi ssion to adopt rules; providing an
19 effective date.
20
21| Be It Enacted by the Legislature of the State of Florida:
22
23 Section 1. Section 626.88, Florida Statutes, is
24| anended to read:
25 626.88 Definitions ef—admnistrater—anrd—insurer—. --
26 8- For the purposes of this part, the term
27 (1) an "Administrator"” is any person who directly or
28| indirectly solicits or effects coverage of, collects charges
29| or premiuns from or adjusts or settles clainms on residents of
30| this state in connection with authorized conmercia
31| self-insurance funds or with insured or self-insured prograns
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1| which provide Iife or health insurance coverage or coverage of
2| any other expenses described in s. 624.33(1) or any person

3| who, through a health care risk contract as defined in s.

4] 641.234 with an insurer or health naintenance organi zation

5| provides billing and collection services to health insurers

6| and health mai ntenance organi zati ons on behalf of health care
7| providers, other than any of the follow ng persons:

8 (a) An enployer or wholly owned direct or indirect

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

10| enpl oyees or the enployees of one or nore subsidiary or

11| affiliated corporations of such enployer.

12 (b) A union on behalf of its nenbers.

13 (c) An insurance conpany which is either authorized to
14| transact insurance in this state or is acting as an insurer

15| with respect to a policy lawfully issued and delivered by such
16| conmpany in and pursuant to the |laws of a state in which the
17| insurer was authorized to transact an insurance business.

18 (d) A health care services plan, health nmaintenance
19| organi zation, professional service plan corporation, or person
20| in the business of providing continuing care, possessing a
21| valid certificate of authority issued by the office, and the
22| sales representatives thereof, if the activities of such
23| entity are limted to the activities permtted under the
24| certificate of authority.
25 (e) An entity that is affiliated with an insurer and
26| that only perforns the contractual duties, between the
27| administrator and the insurer, of an administrator for the
28| direct and assumed insurance business of the affiliated
29| insurer. The insurer is responsible for the acts of the
30| administrator and is responsible for providing all of the
31| administrator's books and records to the insurance
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commi ssi oner, upon_a regquest fromthe insurance conmi SSioner

For purposes of this paragraph, the term"insurer" neans a

| i censed insurance conpany, health naintenance organi zation

prepaid linmted health service organization, or prepaid health

clinic.

(f) A nonresident entity licensed in its state of

donmcile as an administrator if its duties in this state are

limted to the adm nistration of a group policy or plan of

i nsurance and no nore than a total of 100 lives for all plans

reside in this state.

(g)€e> An insurance agent licensed in this state whose
activities are limted exclusively to the sale of insurance.

(h) A person licensed as a nmnagi ng general agent in

this state, whose activities are linmted exclusively to the

scope of activities conveyed under such license.

(i) An adjuster licensed in this state whose

activities are limted to the adjustnent of clains.

()€ A creditor on behalf of such creditor's debtors
with respect to insurance covering a debt between the creditor
and its debtors.

(K)h A trust and its trustees, agents, and enpl oyees
acting pursuant to such trust established in confornmity with
29 U.S.C. s. 186.

() A trust exenpt fromtaxation under s. 501(a) of
the Internal Revenue Code, a trust satisfying the requirenents
of ss. 624.438 and 624.439, or any governnental trust as
defined in s. 624.33(3), and the trustees and enpl oyees acting
pursuant to such trust, or a custodian and its agents and
enpl oyees, including individuals representing the trustees in
overseeing the activities of a service conpany or
adm ni strator, acting pursuant to a custodi al account which
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1| nmeets the requirenents of s. 401(f) of the Internal Revenue

2| Code.

3 (m& Afinancial institution which is subject to

4| supervision or exam nation by federal or state authorities or
5| a nortgage | ender |icensed under chapter 494 who collects and
6| remits premunms to |icensed insurance agents or authorized

7| insurers concurrently or in connection with nortgage | oan

8| paynents.

9 (N A credit card issuing conmpany whi ch advances

10| for and collects premuns or charges fromits credit card

11| hol ders who have authorized such collection if such conpany
12| does not adjust or settle clains.

13 (o) A person who adjusts or settles clains in the
14| normal course of such person's practice or enploynent as an
15| attorney at |aw and who does not collect charges or prem uns
16| in connection with Iife or health insurance coverage.

17 (Pl A person approved by the departnment who

18| administers only self-insured workers' conpensation plans.

19 (g) - A service conmpany or service agent and its

20| enpl oyees, authorized in accordance with ss. 626.895-626. 899,
21| serving only a single enployer plan, nultiple-enployer welfare
22| arrangenents, or a conbination thereof.

23 (r)€éey Any provider or group practice, as defined in
24| s. 456.053, providing services under the scope of the license
25| of the provider or the nenber of the group practice.

26 (s)€py Any hospital providing billing, clains, and

27| collection services solely on its own and its physicians

28| behal f and providing services under the scope of its |icense.
29

30| A person who provides billing and collection services to

31| health insurers and health mai ntenance organi zati ons on behal f
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1| of health care providers shall conply with the provisions of
2| ss. 627.6131, 641.3155, and 641.51(4).

3 (2) "Affiliate" or "affiliated" neans an entity or

4| person who directly or indirectly through one or nore

5| internmediaries controls, is controlled by, or is under commn
6| control with a specified entity or person

7 (3) "Control." including the terns "controlling, "
8|"controlled by," and "under common control with," nmeans the

9| possession, direct or indirect, of the power to direct or

10| cause the direction of the managenent and policies of a

11| person, whether through the ownership or voting securities, by
12| contract other than a commercial contract for goods or

13| nonmanagenent services, or otherw se, unless the power is the
14| result of an official position with or corporate office held
15| by the person. Control shall be presuned to exist if any

16| person directly or indirectly owns, controls, holds with the
17| power to vote, or holds proxies representing 10 percent or

18| nore of the voting securities of any other person

19 (4) "GAAP' neans United States generally accepted

20| accounting principles consistently applied.

21 (5) £2—For—thepurposes—oef—this—part—an "l nsurer”

22| includes an authorized comercial self-insurance fund and

23| includes any person undertaking to provide |life or health

24| insurance coverage or coverage of any of the other expenses
25| described in s. 624.33(1).

26 Section 2. Subsection (2) of section 626.8805, Florida
27| Statutes, is anended to read:

28 626.8805 Certificate of authority to act as

29| admini strator. --

30 (2) The administrator shall file with the office an
31| application for a certificate of authority upon a formto be
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adopted by the comm ssion and furnished by the office, which
application shall include or have attached the foll ow ng
i nformati on and docunents:

(a) Al basic organizational documents of the
admi ni strator, such as the articles of incorporation, articles
of association, partnership agreenent, trade nane certificate,
trust agreenent, sharehol der agreenment, and ot her applicable
docunents, and all anendnents to those docunents.

(b) The bylaws, rules, and regulations or sinilar
docunents regul ating the conduct or the internal affairs of
t he adm ni strator.

(c) The nanes, addresses, official positions, and
prof essi onal qualifications of the individuals who are
responsi bl e for the conduct of the affairs of the
adm nistrator, including all nmenbers of the board of
directors, board of trustees, executive committee, or other
governing board or commttee, the principal officers in the
case of a corporation, the partners or nenbers in the case of
a partnership or association, and any other person who
exerci ses control or influence over the affairs of the
admi ni strator.

(d) Audited annual financial statenments for the 2 npst

recent fiscal years which prove that the applicant has a

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

less than 2 fiscal years, the application nust include

financial statenents or reports, certified by an officer of

the applicant and prepared in accordance with GAAP, for any

conpleted fiscal years and for any nmonth during the current

fiscal year for which such financial statenents or reports

have been conpleted. An audited financial statenent or report

prepared on _a consolidated basis nust include a columar
6
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1| consolidating or conbining worksheet that shall be filed with
2| the report and nust conply with the follow ng:

3 1. Anpunts shown on the consolidated audited financia
4| report must be shown on the worksheet;

5 2. Amunts for each entity shall be stated separately;
6| and

7 3. Explanations of consolidating and elimnating

8| entries.

9

10| The applicant shall also include such other information as the
11| office requires in order to reviewthe current financia

12| condition of the applicant. ArArval—staterents—er—reports—ioF
13| the—3—mpstreecent—years—eor—such—other—informatien—as—the

14| efHee—wmayreqguire—inorder—toreviewthe eurrent—nancial
15| eondition—ofthe—apptiecant—

16 (e) A statenment describing the business plan,

17| including information on staffing levels and activities

18| proposed in this state and nati onwi de. The plan nust provide
19| details setting forth the applicant's capability for providing
20| a sufficient nunber of experienced and qualified personnel in
21| the areas of clains processing, recordkeeping, and

22| underwriting.

23 (f)éey |If the applicant is not currently acting as an
24| admini strator, a statement of the amounts and sources of the
25| funds avail abl e for organi zati on expenses and the proposed

26| arrangenents for reinbursenent and conpensati on of

27| incorporators or other principals.

28 Section 3. Section 626.8817, Florida Statutes, is

29| amended to read:

30 626. 8817 Responsibilities of insurance conmpany with
31| respect to administration of coverage insured.--
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1 (1) If an insurer uses the services of an

2| administrator, the insurer is responsible for determ ning the
3| benefits, premumrates, underwiting criteria, and clains

4| paynment procedures applicable to the coverage and for securing
5| reinsurance, if any. The rules pertaining to these matters

6| shall be provided, in witing, by the insurer to the

7| administrator. The responsibilities of the administrator as to
8| any of these matters shall be set forth in the witten

9| agreenment between the administrator and the insurer.

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

11| provide for conpetent administration of its prograns.

12 (3) In cases in which an adnministrator adm nisters

13| benefits for nore than 100 certificateholders on behalf of an
14| insurer, the insurer shall, at |least semi annually, conduct a
15| review of the operations of the administrator. At |east one
16| such review nust be an on-site audit of the operations of the
17| adnministrator.

18 (4) For purposes of this section, the term"insurer"
19| neans a licensed insurance conpany, health maintenance

20| organi zation, prepaid linited health service organization, or
21| prepaid health clinic. As—tethe—admnistratien—ef—coverage
22| +hAstredby—an—insurance—corpany—theiAsurance—corpany—and
23| nret—the—admnistrater—shall—be respoensiblefor—determning
24 ; ; ;

25| precedures—appticabletosuch—ecoverage—andfor—seeuring

26 | reinsuranee—-—any—

27 Section 4. Section 626.89, Florida Statutes, is

28| amended to read:

29 626.89 Annual financial statenent and filing fee;

30| notice of change of ownership.--

31
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(1) Each authorized administrator shall file with the
office a full and true statenent of its financial condition
transactions, and affairs. The statement shall be filed
annual ly on or before March 1 or within such extension of tine
therefor as the office for good cause nmay have granted and
shall be for the preceding cal endar year. The statenent shal
be in such formand contain such matters as the comm ssion
prescri bes and shall be verified by at least two officers of
such admi ni strator.

(2) FEach authorized adm nistrator shall also file an

audited financial statement perfornmed by an independent

certified public accountant. The audited financial statenent

shall be filed with the office on or before June 1 for the

precedi ng cal endar_year endi ng Decenber 31. An audited

financial statenent prepared on _a consolidated basis nust

include a columar consolidating or conbining worksheet that

must _be filed with the statement and nust conply with the

fol |l owi ng:
(a)  Ampunts shown on the consolidated audited

financial statenent nust be shown on the worksheet:

(b) Anpunts for each entity nmust be stated separately:;

and

(c) Explanations of consolidating and elimnating

entries nust be included.

()62 At the tinme of filing its annual statenent, the

adm nistrator shall pay a filing fee in the anpunt specified
ins. 624.501 for the filing of an annual statenment by an
i nsurer.
(463> In addition, the adnmi nistrator shal
i medi ately notify the office of any material change in its
owner shi p.
9
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1 (5) The conmmission may by rule require all or part of
2| the statements or filings required under this section to be
3| submitted by electronic neans in a conputer-readable form

4| conpatible with the electronic-data format specified by the
5| conmmi ssion.

6 Section 5. Section 626.8991, Florida Statutes, is

7| created to read

8 626.8991 Adoption of rules.--The conmi ssion nmay adopt
9| rules necessary to adninister this part.

10 Section 6. This act shall take effect October 1, 2005
11

12 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N

COW TTEE SUBSTI TUTE FOR

13 Senate Bill 1432

14

15| The comm ttee substitute requires the audited financia

statenment performed by an i ndependent certified public

16 ?gfﬁgptsﬂgntRthhfa!ed with the office by June 1 of each year
17

18

19
20
21
22
23
24
25
26
27
28
29
30
31
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