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1 A Dbill to be entitled

2 An act relating to nmanaged health care

3 entities; anmending s. 409.912, F.S.

4 authorizing the Agency for Health Care

5 Administration to contract with certified

6 heal t h mai nt enance organi zations if the health
7 mai nt enance organi zati ons neet certain

8 requi renents; providing that provider service
9 net wor ks not operated by a hospital are not

10 exenpt fromcertain financial requirenents;

11 requiring such provider service networks to

12 conply with certain financial requirenents

13 before a specified date; requiring mnority

14 physi ci an networks to conply by a specified

15 date with certain financial requirenents based
16 upon when each network was approved for

17 desi gnation or expansion; restricting the

18 agency's ability to contract with certain

19 managed care plans under certain conditions;
20 defining the terns "mandatory Medi cai d managed
21 care enrollment," "managed care plan," and
22 "assignnent"; providing certain lintations
23 regardi ng contracts with managed care plans for
24 assignments of Medicaid recipients; anmending s.
25 409.91211, F.S.; requiring certain provider
26 service networks to neet certain financia
27 requi renents based upon when the network was
28 approved by the agency for designation
29 anendi ng s. 641.225, F.S.; requiring health
30 mai nt enance organi zations to maintain a
31 speci fied m ni mum surplus; anmending s.

1
CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2007 SB 2182
21-1520- 07

1 641. 2261, F.S.; requiring Medicaid provider

2 service networks to neet certain solvency

3 requi renents based upon certain criteria,;

4 provi ding an effective date.

5

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

7

8 Section 1. Subsection (3), paragraph (d) of subsection
9| (4), and paragraph (a) of subsection (49) of section 409.912,
10| Florida Statutes, are anmended, and subsection (53) is added to
11| that section, to read:

12 409.912 Cost-effective purchasing of health care.--The
13| agency shall purchase goods and services for Medicaid

14| recipients in the nost cost-effective nanner consistent with
15| the delivery of quality nedical care. To ensure that nedica
16| services are effectively utilized, the agency nmay, in any

17| case, require a confirmation or second physician's opinion of
18| the correct diagnosis for purposes of authorizing future

19| services under the Medicaid program This section does not
20| restrict access to energency services or poststabilization
21| care services as defined in 42 C.F.R part 438.114. Such
22| confirmation or second opinion shall be rendered in a manner
23| approved by the agency. The agency shall nmaxinize the use of
24| prepaid per capita and prepai d aggregate fixed-sum basis
25| services when appropriate and other alternative service
26| delivery and reinbursenent methodol ogi es, including
27| conpetitive bidding pursuant to s. 287.057, designed to
28| facilitate the cost-effective purchase of a case-nanaged
29| continuum of care. The agency shall also require providers to
30| minimze the exposure of recipients to the need for acute
31| inpatient, custodial, and other institutional care and the
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1| inappropriate or unnecessary use of high-cost services. The

2| agency shall contract with a vendor to nonitor and eval uate

3| the clinical practice patterns of providers in order to

4| identify trends that are outside the nornmal practice patterns
5| of a provider's professional peers or the national guidelines
6| of a provider's professional association. The vendor nust be
7| able to provide information and counseling to a provider whose
8| practice patterns are outside the nornms, in consultation with
9| the agency, to inprove patient care and reduce i nappropriate
10| utilization. The agency may nmandate prior authorization, drug
11| therapy menagenent, or di sease nmanagenent participation for

12| certain popul ations of Medicaid beneficiaries, certain drug
13| classes, or particular drugs to prevent fraud, abuse, overuse,
14| and possi bl e dangerous drug interactions. The Pharmaceuti cal
15| and Therapeutics Conmittee shall meke reconmendations to the
16| agency on drugs for which prior authorization is required. The
17| agency shall informthe Pharmaceutical and Therapeutics

18| Committee of its decisions regarding drugs subject to prior

19| authorization. The agency is authorized to limt the entities
20| it contracts with or enrolls as Medicaid providers by

21| devel oping a provider network through provider credentialing.
22| The agency mmy conpetitively bid single-source-provider

23| contracts if procurenent of goods or services results in

24| denonstrated cost savings to the state without |inmting access
25| to care. The agency may |linmt its network based on the

26| assessnment of beneficiary access to care, provider

27| availability, provider quality standards, tinme and di stance
28| standards for access to care, the cultural conpetence of the
29| provider network, denographic characteristics of Medicaid

30| beneficiaries, practice and provi der-to-beneficiary standards,
31| appointnment wait tinmes, beneficiary use of services, provider
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turnover, provider profiling, provider |icensure history,
previ ous programintegrity investigations and findings, peer
review, provider Medicaid policy and billing conpliance
records, clinical and nedical record audits, and other
factors. Providers shall not be entitled to enrollnment in the
Medi cai d provider network. The agency shall determ ne
i nstances in which allow ng Medicaid beneficiaries to purchase
durabl e nmedi cal equi prent and other goods is | ess expensive to
the Medicaid programthan Iong-termrental of the equi pment or
goods. The agency may establish rules to facilitate purchases
inlieu of long-termrentals in order to protect against fraud
and abuse in the Medicaid programas defined in s. 409.913.
The agency nmmy seek federal waivers necessary to adninister
t hese policies.

(3) The agency may contract with health nmaintenance
organi zations certified pursuant to part | of chapter 641 for
the provision of services to recipients if, for al

applications approved after July 1, 2007, the health

mai_ nt enance organi zati on has denpnstrated to the agency that

it has a successful record of providing conprehensive health

insurance coverage in this state for at |east 3 years and has

successfully contracted with this state or another state to

provi de conprehensi ve Medicaid services on a prepaid capitated

basis for at least 3 vears, or has successful experience

provi di ng conprehensive prepaid services in any state for _a

state child health insurance program or Medicare nenbers for

at_|least 3 vyears.

(4) The agency may contract with:
(d) A provider service network, which my be
rei mbursed on a fee-for-service or prepaid basis. A provider
service network that whieh is reinbursed by the agency on a
4
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1| prepaid basis is shat—be exenpt fromparts | and Il of

2| chapter 641, but nust conply with the solvency requirements in
3| s. 641.2261(2) and neet appropriate financial reserve, quality
4| assurance, and patient rights requirenments as established by

5| the agency, except that provider service networks not operated
6| by a hospital which have been approved for such status after

7| July 1, 2007, are not exenpt fromthe surplus and other

8| financial requirenents of part | of chapter 641. Provider

9| service networks not operated by a hospital which were

10| approved on or before July 1, 2007, shall be required by the
11| agency to conply with the surplus and other financia

12| requirements of part | of chapter 641 before July 1, 2010.

13| Medicaid recipients assigned to a provider service network

14| shall be chosen equally fromthose who woul d ot herwi se have

15| been assigned to prepaid plans and Medi Pass. The agency is

16| authorized to seek federal Medicaid waivers as necessary to

17| i npl enent the provisions of this section. Any contract

18| previously awarded to a provider service network operated by a
19| hospital pursuant to this subsection shall remain in effect
20| for a period of 3 years followi ng the current contract
21| expiration date, regardless of any contractual provisions to
22| the contrary. A provider service network is a network
23| established or organi zed and operated by a health care
24| provider, or group of affiliated health care providers,
25| including mnority physician networks and energency room
26| diversion prograns that neet the requirements of s. 409.91211
27| which provides a substantial proportion of the health care
28| itens and services under a contract directly through the
29| provider or affiliated group of providers and nmay neke
30| arrangenents with physicians or other health care
31| professionals, health care institutions, or any conbination of
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such individuals or institutions to assune all or part of the
financial risk on a prospective basis for the provision of
basic health services by the physicians, by other health
prof essional s, or through the institutions. The health care
provi ders must have a controlling interest in the governing
body of the provider service network organization.

(49) The agency shall contract with established
m nority physician networks that provide services to
hi storically underserved nmnority patients. The networks nust
provi de cost-effective Medicaid services, conply with the
requi renents to be a Medi Pass provider, and provide their
primary care physicians with access to data and ot her
managenent tools necessary to assist themin ensuring the
appropriate use of services, including inpatient hospita
servi ces and pharmaceuti cal s.

(a) The agency shall provide for the devel opnent and
expansion of mnority physician networks in each service area
to provide services to Medicaid recipients who are eligible to

partici pate under federal |aw and rules. The agency shal

further require that each nmnority physician network that has

been approved for designation or expansion after July 1, 2007,

neet _the requirenents of part | of chapter 641 as a condition

of such designation or expansion. Mnority physician networks

t hat were approved on or before July 1, 2007, shall be

required by the agency to conply with the surplus and other

financial requirenents of part | of chapter 641 before July 1,

2010.

(53)(a) The agency may not enter into a contract with

a managed care plan that is eligible to receive an assignment

of Medicaid recipients which is to be effective in _any county

if such contract would cause the county to contain fewer than
6
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35,000 recipients subject to mandatory Medi cai d managed care

enrol | nent _per each managed care plan eligible to receive an

assignnent _of Medicaid recipients residing in the county. For

purposes of this subsection, the term "mandatory ©Medicaid

managed care enrol |l ment" has the sane neaning as in_s.

409.9122, and the terns "nmanaged care plan" and "assignnent"

have the sanme neaning as in s. 409.9122(2)(f). except that,

for purposes of this subsection, the term "nanaged care pl an"

does not _include a Children's Medical Services Network that is

contracted under paragraph (4)(i) or an entity that is

contracted to provide integrated |long-term care services under

subsection (5).

(b) A contract in effect before July 1, 2007, is not

rendered invalid by paradgraph (a) and may be renewed

not wi t hst andi ng _par adraph (a). However, paradraph (a) applies

if such contract term nates or |apses after July 1, 2007.

(c) Paragraph (a) does not apply in a county that does

not contain nanaged care plans that are eligible to receive an

assignnent of Medicaid recipients residing in the county.

Section 2. Paragraph (e) of subsection (3) of section
409. 91211, Florida Statutes, is anended to read:

409.91211 Medicaid nanaged care pilot program--

(3) The agency shall have the foll ow ng powers,
duties, and responsibilities with respect to the pil ot
progr am

(e) To inplenment policies and guidelines for phasing
in financial risk for approved provi der service networks over
a 3-year period. These policies and guidelines nust include an
option for a provider service network to be paid
fee-for-service rates. For any provider service network
established in a managed care pilot area, the option to be

7
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1| paid fee-for-service rates shall include a savings-settlenment
2| mechanismthat is consistent with s. 409.912(44). This node
3| shall be converted to a risk-adjusted capitated rate no |ater
4| than the beginning of the fourth year of operation, and nmay be
5| converted earlier at the option of the provider service
6| network. For a provider service network not operated by a
7| hospital which is approved by the agency for designation after
8| July 1, 2007, the applicant shall nmeet the initial surplus and
9| other financial requirenments of chapter 641. Provider service
10| networks not operated by a hospital which were approved on or
11| before July 1, 2007, shall be required by the agency to conply
12| with the surplus and other financial requirenents of part | of
13| chapter 641 before July 1, 2010. Federally qualified health
14| centers may be offered an opportunity to accept or decline a
15| contract to participate in any provider network for prepaid
16| primary care services.
17 Section 3. Subsections (1), (2), and (6) of section
18| 641.225, Florida Statutes, are anended to read:
19 641. 225 Surplus requirenents.--
20 (1)(a) Until July 1, 2010, each heal th mintenance
21| organization receiving a certificate of authority on or before
22| July 1, 2007, shall at all tines maintain a mnimmsurplus in
23| an ampbunt that is the greater of$1.5 mllion$4-566,088, e+
24| 10 percent of total liabilities, or 2 percent of tota
25| annualized prem um
26 (b) After June 30, 2010, each health mmintenance
27| organization receiving a certificate of authority on or before
28| July 1, 2007, shall at all tinmes maintain a mninmumsurplus in
29| the anpunt of $5 million, 10 percent of total liabilities, or
30| 2 percent of total annualized prem um whichever is greater
31
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(c) Each health nmintenance organi zation receiving a

certificate of authority after July 1, 2007, shall at al

tinmes maintain a mnimumsurplus in the anmpunt of $5 nillion

10 percent of total liabilities, or 2 percent of tota

annual i zed premium whi chever is greater

(2) The office shall not issue a certificate of
authority, except as provided in subsection (3), unless the
heal t h mai nt enance organi zati on has a m ninum surplus in an
anount that whieh is the greater of:

(a) Ten percent of their total liabilities based on
their startup projection as set forth in this part;

(b) Two percent of their total projected prem uns
based on their startup projection as set forth in this part;
or

(c) Five nmillion dollars$i-566,668, plus all startup

| osses, excluding profits, projected to be incurred on their

startup projection until the projection reflects statutory net
profits for 12 consecutive nonths.

(6) In lieu of having any mnimum surplus, the health
mai nt enance organi zati on may provide a witten guarantee to
assure paynment of covered subscriber clains and all other
liabilities of the health maintenance organization, provided
that the witten guarantee is nmade by a guaranteeing
organi zati on whi ch

(a) Has been in operation for 5 years or nore and has
a surplus, not including |land, buildings, and equi pnent, of
the greater of$5 mllion$2—+m+Hoenr or 2 tines the m ni num
surplus requirenments of the health nmaintenance organi zati on.
In any determination of the financial condition of the
guar ant eei ng organi zation, the definitions of assets,
liabilities, and surplus set forth in this part shall apply,

9
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except that investnents in or |oans to any organizations
guaranteed by the guaranteei ng organi zati on shall be excl uded
fromsurplus. |f the guaranteeing organization is sponsoring
nore than one organi zation, the surplus requirenment shall be
increased by a nultiple equal to the nunmber of such

or gani zati ons.

(b) Submits a guarantee that is approved by the office
as neeting the requirenents of this part, provided that the
written guarantee contains a provision which requires that the
guarantee be irrevocabl e unl ess the guaranteei ng organi zation
can denonstrate to the office that the cancellation of the
guarantee will not result in the insolvency of the health
mai nt enance organi zati on and the office approves cancell ation
of the guarantee.

(c) Initially submits its audited financia
statements, certified by an independent certified public
accountant, prepared in accordance with generally accepted
accounting principles, covering its two nobst current annua
accounting periods.

(d) Submits annually, within 3 nonths after the end of
its fiscal year, an audited financial statenment certified by
an i ndependent certified public accountant, prepared in
accordance with generally accepted accounting principles. The
office may, as it deens necessary, require quarterly financia
statements fromthe guaranteei ng organi zation.

Section 4. Subsection (2) of section 641.2261, Florida
Statutes, is amended to read:

641. 2261 Application of solvency requirenents to
provi der - sponsored organi zati ons and Medi cai d provi der service

net wor ks. - -

10
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(2) The solvency requirenents of this part A42

cF+FR—s—422 350——subpart—H—andthe selverey—+regquirerents

. w | ¢ od .
489 apply to a Medicaid provider service network not operated

by a hospital |licensed under chapter 395 if the network was

approved for designation as a provider service network under

chapter 409 after July 1, 2007. The solvency requirenents of

this part nust be applied on or before July 1, 2010, to

provi der service networks not operated by a hospital which

were approved for designation on or before July 1, 2007. |If at

any tine the solvency requirenents of subpart H of 42 C F. R

422.350 and the solvency requirenents established in approved

federal waivers under chapter 409 exceed the requirenents of

this part, the federal requirenents apply to provider service

net wor ks not operated by a hospital |icensed under chapter

395. The solvency requirenents of subpart H of 42 C. F. R

422.350 and the solvency requirenents established in approved

federal waivers under chapter 409, rather than the solvency

requirements of this part, apply to a Medicaid provider

service network operated by a hospital |icensed under chapter

395. rather—thanthesolveneyrequirenrents—ofthispart—

Section 5. This act shall take effect upon becomng a

| aw.
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1 R I R S R R O S

2 SENATE SUMMARY

3 Aut hori zes the Agency for Health Care Adnministration to
contract with certain health maintenance organizations if

4 the heal th maintenance organi zati ons neet certain
requirements. Provides that certain provider service

5 networ ks are not exenpt fromcertain financia
requi renents. Requires such provider service networks to

6 comply with certain financial requirements before a
specified date. Requires mnority physician networks to

7 comply by a specified date with certain financia
requi rements based upon certain factors., Restricts the

8 agency's ability to contract with certain managed care
plans under certain conditions. Requires certain provider

9 service networks to neet certain financial requirenents
based upon specific criteria. Requires health maintenance

10 organi zations to maintain a specified mnimum surplus.
Requi res Medicaid provider service networks to neet

11 certain solvency requirenments based upon certain
criteria.
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