Fl ori da Senate - 2005 SB 2554

By Senator Peaden

2-1588-05

1 A Dbill to be entitled

2 An act relating to health insurance; anending

3 S. 627.6487, F.S.; redefining the term

4 "eligible individual" for purposes of

5 guaranteed availability of individual health

6 i nsurance coverage to eligible individuals;

7 anmendi ng s. 627.64872, F.S.; revising

8 definitions relating to the Florida Health

9 I nsurance Pl an; providing for the Comr ssioner

10 of Insurance Regulation to serve on the plan's

11 board of directors; deleting obsolete

12 provisions relating to an interimreport;

13 revising qualifications for eligibility;

14 revi sing sources of additional revenue for the

15 pl an; prescribing a limt on health care

16 provi der rei nmbursenent; providing an effective

17 dat e.

18

19| Be It Enacted by the Legislature of the State of Florida:
20
21 Section 1. Subsection (3) of section 627.6487, Florida
22| Statutes, is anended to read:
23 627.6487 Cuaranteed availability of individual health
24| insurance coverage to eligible individuals.--
25 (3) For the purposes of this section, the term
26| "eligible individual" neans an individual
27 (a)l. For whom as of the date on which the individua
28| seeks coverage under this section, the aggregate of the
29| periods of creditable coverage, as defined in s. 627.6561(5)
30| and (6), is 18 or nore nonths; and
31
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2.a. \Whose nost recent prior creditable coverage was
under a group health plan, governnental plan, or church plan
or health insurance coverage offered in connection with any
such pl an; e+

b. Whose npst recent prior creditable coverage was
under an individual plan issued in this state by a health
i nsurer or health maintenance organi zation, which coverage is
term nated due to the insurer or health maintenance
organi zati on becomi ng insol vent or discontinuing the offering
of all individual coverage in the State of Florida, or due to
the insured no longer living in the service area in the State
of Florida of the insurer or health mai ntenance organization
that provi des coverage through a network plan in the State of
Fl orida; or

c. \Whose nost recent creditable coverage was with the

Florida Health Insurance Plan specified in s. 627.64872, which

coverage is term nated due to inadequate funding of the

Florida Health Insurance Plan as provided in s. 627.64872(15);

(b) Who is not eligible for coverage under

1. A group health plan, as defined in s. 2791 of the
Public Heal th Service Act;

2. A conversion policy or contract issued by an
authorized insurer or health maintenance organi zati on under s.
627.6675 or s. 641.3921, respectively, offered to an
i ndi vidual who is no longer eligible for coverage under either
an insured or self-insured enployer plan;

3. Part Aor part Bof Title XVIII of the Socia
Security Act; er

4. A state plan under Title XI X of such act, or any
successor program and does not have other health insurance
coverage; or

2
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5. The Florida Health Insurance Plan as specified in

s. 627.64872 and such plan is accepting new enrol | ment;

(c) Wth respect to whomthe npst recent coverage
within the coverage period described in paragraph (a) was not
term nated based on a factor described in s. 627.6571(2)(a) or
(b), relating to nonpaynment of prem ums or fraud, unless such
nonpayment of premiunms or fraud was due to acts of an enpl oyer
or person other than the individual

(d) Who, having been offered the option of
continuation coverage under a COBRA conti nuation provision or
under s. 627.6692, elected such coverage; and

(e) Wi, if the individual elected such continuation
provi si on, has exhausted such continuation coverage under such
provi si on or program

Section 2. Subsections (2), (3), (6), (9), and (15) of
section 627.64872, Florida Statutes, are anmended, present
subsection (20) of that section is renunbered as subsection
(21), and a new subsection (20) is added to that section to
read:

627.64872 Florida Health Insurance Plan.--

(2) DEFINITIONS.--As used in this section:

(a) "Board" neans the board of directors of the plan.

(b) "Conmi ssioner"” nmeans the Conmi ssioner of |nsurance

Requl ati on.
(c) by "Dependent" means a resident spouse or resident

unmarried child under the age of 19 years, a child who is a
student under the age of 25 years and who is financially
dependent upon the parent, or a child of any age who is
di sabl ed and dependent upon the parent.
trsurance—Regutation—

3
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1 (d) "Health insurance" neans any hospital or nedica

2| expense incurred policy or health maintenance organization

3| subscriber contract pursuant to chapter 641. The term does not
4] include short-term accident, dental-only, vision-only,

5| fixed-indemity, |imted-benefit, or credit insurance;

6| disability incone insurance; coverage for onsite nedica

7| clinics; insurance coverage specified in federal regul ations
8| issued pursuant to Pub. L. No. 104-191, under which benefits
9| for nedical care are secondary or incidental to other

10| insurance benefits; benefits for long-termcare, nursing hone
11| care, honme health care, community-based care, or any

12| conbination thereof, or other simlar, linmted benefits

13| specified in federal regul ations issued pursuant to Pub. L.

14| No. 104-191; benefits provided under a separate policy,

15| certificate, or contract of insurance, under which there is no
16| coordi nati on between the provision of the benefits and any

17| exclusion of benefits under any group health plan maintai ned
18| by the sane plan sponsor and the benefits are paid with

19| respect to an event without regard to whether benefits are
20| provided with respect to such an event under any group health
21| plan nmaintained by the same plan sponsor, such as for coverage
22| only for a specified disease or illness; hospital indemity or
23| other fixed indemity insurance; coverage offered as a
24| separate policy, certificate, or contract of insurance, such
25| as Medicare suppl enental health insurance as defined under s.
26| 1882(g) (1) of the Social Security Act; coverage suppl enenta
27| to the coverage provided under chapter 55 of Title 10, U.S.C.
28| the Civilian Health and Medi cal Program of the Uniforned
29| Services (CHAMPUS); simlar supplenental coverage provided to
30| coverage under a group health plan; coverage issued as a
31| supplenment to liability insurance; insurance arising out of a

4
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1| workers' conpensation or simlar |aw, autonobile nedica

2| paynent insurance; or insurance under which benefits are

3| payable with or without regard to fault and which is

4| statutorily required to be contained in any liability

5| insurance policy or equivalent self-insurance.

6 (e) "lInplenmentation" neans the effective date after

7| the first nmeeting of the board when | egal authority and

8| administrative ability exists for the board to subsune the

9| transfer of all statutory powers, duties, functions, assets,
10| records, personnel, and property of the Florida Conprehensive
11| Health Association as specified in s. 627.6488.

12 (f) "lnsurer" nmeans any entity that provides health
13| insurance in this state. For purposes of this section, insurer
14| includes an insurance conpany with a valid certificate in

15| accordance with chapter 624, a health nmintenance organi zation
16| with a valid certificate of authority in accordance with part
17| 1 or part Il of chapter 641, a prepaid health clinic

18| authorized to transact business in this state pursuant to part
19| Il of chapter 641, multiple enployer welfare arrangenents
20| authorized to transact business in this state pursuant to ss.
21| 624.436-624.45, or a fraternal benefit society providing
22| health benefits to its nmenbers as authorized pursuant to
23| chapter 632.
24 (g) "Medicare" neans coverage under both Parts A and B
25| of Title XVIIIl of the Social Security Act, 42 U . S.C. ss. 1395
26| et seq., as amended.
27 (h) "Medicaid" neans coverage under Title Xl X of the
28| Social Security Act.
29 (i) "Ofice" means the Ofice of Insurance Regul ation
30| of the Financial Services Commi ssion.
31
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1 (j) "Participating insurer" means any insurer

2| providing health insurance to citizens of this state.

3 (k) "Provider" nmeans any physician, hospital, or other
4| institution, organization, or person that furnishes health

5| care services and is |licensed or otherw se authorized to

6| practice in the state.

7 (I) "Plan" nmeans the Florida Health Insurance Pl an

8| created in subsection (1).

9 (m "Plan of operation" nmeans the articles, byl aws,
10| and operating rules and procedures adopted by the board

11| pursuant to this section.

12 (n) "Resident" neans an individual who has been

13| legally domiciled in this state for a period of at |east 6

14| nonths and who physically resides in this state not [ess than
15| 185 days a year

16 (3) BOARD OF DI RECTORS. - -

17 (a) The plan shall operate subject to the supervision
18| and control of the board. The board shall consist of the

19| comm ssioner direeter or his or her designated representative,
20| who shall serve as a nenber of the board and shall be its

21| chair, and an additional eight nmenbers, five of whom shall be
22| appointed by the Governor, at |east two of whom shall be

23| individuals not representative of insurers or health care

24| providers, one of whom shall be appointed by the President of
25| the Senate, one of whom shall be appointed by the Speaker of
26| the House of Representatives, and one of whom shall be

27| appointed by the Chief Financial Oficer.

28 (b) The termto be served on the board by the

29| commi ssi oner Bireetor—ofthe Ooffice—of tnsuranceRegulatioen
30| shall be determ ned by continued enpl oynent in such position
31| The remaining initial board nenbers shall serve for a period

6
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of tine as follows: two nenbers appointed by the Governor and
the nmenbers appointed by the President of the Senate and the
Speaker of the House of Representatives shall serve a term of
2 years; and three nmenbers appointed by the Governor and the
Chief Financial Oficer shall serve a termof 4 years.
Subsequent board menbers shall serve for a termof 3 years. A
board nmenber's term shall continue until his or her successor
i s appoi nt ed.

(c) Vacancies on the board shall be filled by the
appoi nting authority, such authority being the Governor, the
Presi dent of the Senate, the Speaker of the House of
Representatives, or the Chief Financial Oficer. The
appoi nting authority may renove board nmenbers for cause.

(d) The conm ssioner direeter, or his or her

recogni zed representative, shall be responsible for any
organi zati onal requirenents necessary for the initial neeting
of the board which shall take place no |ater than Septenber 1
2004.

(e) Menbers shall not be conpensated in their capacity
as board nenbers but shall be reinbursed for reasonable
expenses incurred in the necessary performnce of their duties
in accordance with s. 112. 061

(f) The board shall subnmit to the Financial Services
Conmmi ssion a plan of operation for the plan and any anendnents
thereto necessary or suitable to ensure the fair, reasonable,
and equitable adm nistration of the plan. The plan of
operation shall ensure that the plan qualifies to apply for
any available funding fromthe Federal Governnent that adds to
the financial viability of the plan. The plan of operation
shall becone effective upon approval in witing by the
Fi nanci al Services Commi ssion consistent with the date on

7
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whi ch the coverage under this section nust be nade avail abl e.
If the board fails to submt a suitable plan of operation

within 1 year after inplenentation the—appeintrent—oef—the
board—ef—direectors, or at any tinme thereafter fails to submt

suitabl e anendnents to the plan of operation, the Financia
Servi ces Conmi ssion shall adopt such rules as are necessary or
advi sable to effectuate the provisions of this section. Such

rules shall continue in force until nodified by the office or

© 00 N O 0o b~ W N B

superseded by a plan of operation submtted by the board and

iy
o

approved by the Financial Services Comi ssion.
(6) HNFERHM-REPORT— ANNUAL REPORT. - -

il

w W
= O
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4| appreopriatedfor startupecost—andanyprojecteddefieits—

5 by No later than Decenber 1, 2005, and annually

6| thereafter, the board shall submit to the Governor, the

7| President of the Senate, the Speaker of the House of

8| Representatives, and the substantive | egislative committees of
9| the Legislature a report which includes an i ndependent

10| actuarial study to determ ne, including, but not be limted
11| to:

12 (a3~ The inpact the creation of the plan has on the
13| small group and individual insurance market, specifically on
14| the prem uns paid by insureds. This shall include an estinmate
15| of the total anticipated aggregate savings for all snall

16| enployers in the state.

17 (b)2~ The actual nunber of individuals covered at the
18| current funding and benefit |evel, the projected nunber of

19| individuals that nay seek coverage in the forthcom ng fisca
20| year, and the projected funding needed to cover anticipated
21| increase or decrease in plan participation.

22 3—Arecomrendation—as—tothe best seurce—of funding
23| fer—theanticipateddefieits—ofthepool—

24 (c)4— A summarization of the activities of the plan in
25| the preceding cal endar year, including the net witten and

26| earned prem uns, plan enrollnent, the expense of

27| administration, and the paid and incurred | osses.

28 (d)5—~ A review of the operation of the plan as to

29| whether the plan has nmet the intent of this section.

30 (9) ELIGBILITY.--

31
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1 (a) Any individual person who is and continues to be a
2| resident of this state shall be eligible for coverage under

3| the plan if:

4 1. Evidence is provided that the person received

5| notices of rejection or refusal to issue substantially simlar
6| coverage for health reasons fromat |east two health insurers
7| or health maintenance organi zations. A rejection or refusal by
8| an insurer offering only stop-loss, excess of |oss, or

9| reinsurance coverage with respect to the applicant shall not
10| be sufficient evidence under this paragraph.

11 2. The person is enrolled in the Florida Conprehensive
12| Health Association as of the date the plan is inplenented.

13 3. The person is an eligible individual as defined in
14| s. 627.6487(3), excluding s. 627.6487(3)(b)5.

15 (b) Each resident dependent of a person who is

16| eligible for coverage under the plan shall also be eligible

17| for such coverage.

18 (c) A person shall not be eligible for coverage under
19| the plan if:

20 1. The person has or obtains health insurance coverage
21| substantially simlar to or nore conprehensive than a plan

22| policy, or would be eligible to obtain such coverage, unless a
23| person may nmmintain other coverage for the period of tine the
24| person is satisfying any preexisting condition waiting period
25| under a plan policy or may maintain plan coverage for the

26| period of tinme the person is satisfying a preexisting

27| condition waiting period under another health insurance policy
28| intended to replace the plan policy.

29 2. The person is deternmined to be eligible for health
30| care benefits under Medicaid, Medicare, the state's children's
31
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heal th insurance program or any other federal, state, or
| ocal governnment programthat provides health benefits;

3. The person voluntarily term nated plan coverage
unl ess 12 nmont hs have el apsed since such termnination

4. The person is an inmte or resident of a public
institution; or

5. The person's prem uns are paid for or reinbursed
under any governnent-sponsored program or by any governnent
agency, e health care provider, or

heal t h-care-provi der-sponsored or _affiliated organi zation.

(d) Coverage shall cease

1. On the date a person is no |longer a resident of
this state;

2. On the date a person requests coverage to end;

3. Upon the death of the covered person

4. On the date state | aw requires cancellation or
nonrenewal of the policy; er

5. At the option of the plan, 30 days after the plan
makes any inquiry concerning the person's eligibility or place
of residence to which the person does not reply; or-

6. Upon failure of the insured to pay for continued
cover age.

(e) Except under the circunstances described in this
subsection, coverage of a person who ceases to neet the
eligibility requirements of this subsection shall be
term nated at the end of the policy period for which the
necessary prem uns have been pai d.

(15) FUNDI NG OF THE PLAN. - -

(a) Premuns.--

1. The plan shall establish premumrates for plan
coverage as provided in this section. Separate schedul es of

11
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1| premiumrates based on age, sex, and geographical |ocation may
2| apply for individual risks. Premiumrates and schedul es shal
3| be subnitted to the office for approval prior to use.

4 2. Initial rates for plan coverage shall be linmted to
5| no nore than 200 386 percent of rates established for

6| individual standard risks as specified in s. 627.6675(3)(c).
7| Subject to the limts provided in this paragraph, subsequent
8| rates shall be established to provide fully for the expected
9| costs of clainms, including recovery of prior |osses, expenses
10| of operation, investnment income of claimreserves, and any

11| other cost factors subject to the |linmtations described

12| herein, but in no event shall prem uns exceed the 200-percent
13| 3060-—pereent rate limtation provided in this section

14| Notwit hstandi ng the 200-percent 300—pereent rate linitation
15| sliding scale prem um surcharges based upon the insured's

16| income may apply to all enroll ees.

17 (b) Sources of additional revenue.--

18

19
20
21
22| taxes— The board shall operate the plan in such a manner that
23| the estimated cost of providing health insurance during any
24| fiscal year will not exceed total inconme the plan expects to
25| receive frompolicy prem uns and funds assessed appropriated
26 | by—thetegistature, including any interest on investnents.
27| After determning the amount of funds avail abl e apprepriated
28| to the board for a fiscal year, the board shall estimte the
29| nunber of new policies it believes the plan has the financia
30| capacity to insure during that year so that costs do not
31| exceed incone. The board shall take steps necessary to ensure

12
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that plan enroll nent does not exceed the nunber of residents
it has estimated it has the financial capacity to insure. |n

the event of inadequate funding, the board may cancel policies

on_a nondiscrin natory basis as necessary to renedy the

situation. A policy may not be canceled if a covered

i ndi vidual under that policy is currently on claim

2. As a condition of doing business in this state, an

insurer shall pay an assessnent to the board in the anmpunt

prescribed by this section. Fach insurer shall annually be

assessed by the board a percentage of the insurer's earned

prenmium pertaining to direct witings of health insurance in

the state during the cal endar year preceding that for which

the assessnent is levied. Such percentage shall equal the

percentage that the anticipated incurred operating | osses of

the plan for the upcoming fiscal year represent of all earned

prenmium pertaining to direct witings of health insurance in

the state during the cal endar year preceding that for which

the assessnent is |evied.

3. The total of all assessnents under this paradraph

upon_an insurer nmay not exceed 1 percent of such insurer's

health insurance premumearned in this state during the

cal endar _year preceding the vear for which the assessments

were | evied.

4. Al rights, title, and interest in the assessment

funds collected under this paragraph shall vest in this state.

However, of all such funds and interest earned shall be used

by the plan to pay clains _and adm nistrative expenses.

(c) |If assessnents and other receipts by the plan,

board, or plan adnm nistrator exceed the actual |osses and and

adm ni strative expenses of the plan, the excess shall be held

in interest and used by the board to offset future | osses. As
13

CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2005 SB 2554
2-1588-05

1| used in this subsection, the term"future |osses"” including
2| reserves for clainms incurred but not reported.

3 (d) Each insurer's assessnment shall be determ ned

4| annually by the board or plan administrator based on annua

5| statenments and other reports deened necessary by the board or
6| plan admnistrator and filed with the board or plan

7| adnministrator by the insurer

8 (e) lInsurance may recover the assessnment in the normal
9| course of their respective businesses by including the

10| percentage, as indicated in subparagraph (b)2., as a claim
11| cost in determ ning rates.

12 (20) PROVI DER REI MBURSEMENT. - - Not wi t hst andi ng_any | aw
13| to the contrary, the maxinum reinbursenent rate to health care
14| providers for all covered, nedically necessary services shal
15| be 100 percent of Medicare's allowed paynent anount for that
16| particular provider and service. Al providers licensed in
17| this state shall accept assignnent of plan benefits and

18| consider the Medicare allowed paynent anpunt as payment in
19| full.

20 (21) £26y COMVBI NI NG MEMBERSHI P OF THE FLORI DA

21| COWMPREHENSI VE HEALTH ASSOCI ATl ON; ASSESSMENT. - -

22 (a)l. Upon inplementation of the Florida Health

23| I nsurance Plan, the Florida Conprehensive Health Association
24| as specified in s. 627.6488, is abolished as a separate

25| nonprofit entity and shall be subsumed under the board of

26| directors of the Florida Health Insurance Plan. Al

27| individuals actively enrolled in the Florida Conprehensive
28| Health Association shall be enrolled in the plan subject to
29| its rules and requirenments, except as otherw se specified in
30| this section. Maximum |lifetine benefits paid to an individua
31| in the plan shall not exceed the ampunt established under

14
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subsection (16), and benefits previously paid for any

i ndi vidual by the Florida Conprehensive Health Associ ation
shal |l be used in the determination of total lifetine benefits
pai d under the plan.

2. Al persons enrolled in the Florida Conprehensive
Heal th Associ ati on upon inplementation of the Florida Health
Insurance Plan are only eligible for the benefits authorized
under subsection (16). Persons identified by this section
shall convert to the benefits authorized under subsection (16)
no |l ater than January 1, 2005.

3. Except as otherwi se provided in this section, the
admi ni stration of the coverage of persons actively enrolled in
the Fl orida Conprehensive Health Association shall operate
under the existing plan of operation w thout nodification
until the adoption of the new plan of operation for the
Fl orida Health Insurance Pl an.

(b)1. As a condition of doing business in this state,
an insurer shall pay an assessnent to the board in the anmount
prescribed by this section. For operating |osses incurred on
or after July 1, 2004, by persons enrolled in the Florida
Conprehensi ve Heal th Association, each insurer shall annually
be assessed by the board in the follow ng cal endar year a
portion of such incurred operating |osses of the plan. Such
portion shall be determ ned by multiplying such operating
| osses by a fraction, the nunerator of which equals the
insurer's earned prem umpertaining to direct witings of
health insurance in the state during the cal endar year
precedi ng that for which the assessnment is levied, and the
denom nator of which equals the total of all such prem unms

earned by insurers in the state during such cal endar year

15
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2. The total of all assessnments under this paragraph
upon an insurer shall not exceed 1 percent of such insurer's
heal th insurance prem umearned in this state during the
cal endar year preceding the year for which the assessnents
were | evied.

3. Al rights, title, and interest in the assessnent
funds col |l ected under this paragraph shall vest in this state.
However, all of such funds and interest earned shall be used
by the plan to pay clains and adm ni strative expenses.

(c) |If assessnents and other receipts by the plan,
board, or plan adnministrator exceed the actual |osses and
admi ni strative expenses of the plan, the excess shall be held
in interest and used by the board to offset future | osses. As
used in this subsection, the term"future | osses" includes
reserves for clains incurred but not reported.

(d) Each insurer's assessnent shall be determ ned
annual ly by the board or plan adninistrator based on annua
statements and ot her reports deenmed necessary by the board or
pl an adm ni strator and filed with the board or plan
adm nistrator by the insurer. Any deficit incurred under the
pl an by persons previously enrolled in the Florida
Conprehensi ve Heal th Association shall be recouped by the
assessnments agai nst insurers by the board or plan
admi nistrator in the manner provided in paragraph (b), and the
insurers may recover the assessment in the nornmal course of
their respective businesses without tinme lintation

(e) If a person actively enrolled in the Florida
Conprehensi ve Health Association after inplenmentation of the
plan loses eligibility for participation in the Florida

Conpr ehensi ve Heal th Associ ation, such person shall not be

16
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1| included in the calculation of the assessnent if the person
2| later regains eligibility for participation in the plan
3 (f) Wen all persons actively enrolled in the Florida
4| Conprehensive Health Association as of the date of
5| inplenmentation of the plan are no | onger eligible for
6| participation in the Florida Conprehensive Health Association
7| the board of directors and plan adm nistrator shall no |onger
8| be allowed to assess insurers in this state for incurred
9| losses in the Florida Conprehensive Health Association
10 Section 3. This act shall take effect July 1, 2005
11
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13 SENATE SUMVARY
14 Revi ses various provisions relating to health insurance
15| etinitione ofigihility reqa rements. revenue Sources,
16 and provider reinbursenent. (See bill for details.)
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CODI NG Words st+r+eken are del etions; words underlined are additions.




