F L ORTIDA H O U S E O F R EPRESENTATI V E S

HB 635 2015
1 A bill to be entitled
2 An act relating to solvency of health maintenance and
3 prepaid limited health service organizations; amending
4 s. 636.004, F.S.; defining the term "life and health
5 insurer"; amending s. 636.043, F.S.; revising
6 requirements for annual, quarterly, and miscellaneous
7 reports by a prepaid limited health service
8 organization; amending s. 641.19, F.S.; defining the
9 term "medical services organization"; amending s.
10 641.201, F.S.; providing for applicability; providing
11 that health maintenance organizations are insurers for
12 the purposes of certain statutes; providing
13 alternative calculations for determining certain
14 insurance premiums of health maintenance
15 organizations; defining the term "life and health
16 insurer"; amending s. 641.225, F.S.; revising certain
17 surplus requirements for health maintenance
18 organizations; conforming provisions to changes made
19 by the act; amending s. 641.26, F.S.; revising
20 requirements for annual and quarterly reports by a
21 health maintenance organization; amending s. 641.27,
22 F.S.; revising provisions regarding payment of
23 expenses for examinations of health maintenance
24 organizations; amending s. 641.35, F.S.; providing
25 that certain assets of a health maintenance
26 organization may not be considered assets for purposes
Page 1 of 12

CODING: Words stricken are deletions; words underlined are additions.
hb0635-00



F L ORTIDA H O U S E O F R EPRESENTATI V E S

HB 635 2015
277 of determining the financial condition of the
28 organization; repealing s. 641.365, F.S., relating to
29 payment of dividends by health maintenance
30 organizations; providing an effective date.

31
32| Be It Enacted by the Legislature of the State of Florida:
33
34 Section 1. Section 636.004, Florida Statutes, 1s amended
35 to read:

36 636.004 Applicability of other laws.—

37 (1) Except as provided in this act, prepaid limited health
38 service organizations are governed by the provisions of this act
39 and are exempt from the Florida Insurance Code unless

40| specifically referenced.

41 (2) For purposes of s. 624.4085, the term "life and health

42 insurer" includes a prepaid limited health service organization,

43 as defined in s. 636.003, initially authorized in this state on

44 or after July 1, 2015, and not authorized in any other state,

45 jurisdiction, or country.

46 Section 2. Subsections (1) and (4) of section 636.043,

477 Florida Statutes, are amended to read:

48 636.043 Annual, quarterly, and miscellaneous reports.—

49 (1) Each prepaid limited health service organization must

50 file an annual report with the office on or before March 1 of

51| each year showing its condition on the last day of the preceding

52 calendar year. The report must be ampruvatlly—within 3—months
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79 Section 3. Subsection (23) is added to section 641.19,
80 Florida Statutes, to read:
81 641.19 Definitions.—As used in this part, the term:

82 (23) "Medical services organization," means an entity

83| providing one or more medical practice management services to

84 health care providers, including, but not limited to,

85 administrative, financial, operational, personnel, records

86| management, educational, compliance, or managed care services.

87 Section 4. Section 641.201, Florida Statutes, 1s amended
88 to read:

89 641.201 Applicability of other laws.—

90 (1) Except as provided in this part, health maintenance

91 organizations shall be governed by the provisions of this part
92 and part III of this chapter and shall be exempt from all other
93| provisions of the Florida Insurance Code except those provisions

94 of the Florida Insurance Code, including provisions specified in

95| this section, that are explicitly made applicable to health

96| maintenance organizations.

97 (2) (a) Health maintenance organizations shall be

98 considered insurers for purposes of ss. 624.4073, 628.231,

99| 628.371, 628.381, and 628.391.

100 (b) Health maintenance organizations shall be considered

101 insurers for purposes of s. 624.4095, except that in calculating

102 the premium to surplus ratio of a health maintenance

103 organization pursuant to s. 624.4095(1), actual or projected

104 risk revenue shall be added to actual or projected written
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105| premiums.

1006 (3) For purposes of s. 624.4085, the term "life and health

107 insurer" shall also include a health maintenance organization

108 and a prepaid limited health service organization, as defined in

109 s. 636.003, initially authorized in this state on or after July

110 1, 2015, and not authorized in any other state, jurisdiction, or

111 country.

112 Section 5. Subsections (1) and (2) of section 641.225,
113 Florida Statutes, are amended to read:

114 641.225 Surplus requirements.—

115 (1) (a) Each health maintenance organization holding a

116| certificate of authority issued before July 1, 2015, shall at

117 all times maintain a minimum surplus in an amount that is the

118| greater of:

119 1. Ten $3556076008—-e+x—30 percent of total liabilities;+e*
120 2. Two 2 percent of total annualized premium; or
121 3. 5$1.5 million until June 30, 2017; $3 million on or

122 after July 1, 2017, and until June 30, 2021; $6 million on or
123 after July 1, 2021, and until June 30, 2025; and $10 million on
124 or after July 1, 2025.

125 (b) FEach health maintenance organization holding a

126 certificate of authority issued on or after July 1, 2015, shall

127 at all times maintain a minimum surplus in an amount that is the

128 greater of:

129 1. Ten percent of total liabilities;
130 2. Two percent of total annualized premium; or
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157 form prescribed by the commission. For good cause, the office

158| may grant the organization an extension of time to file the

.
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&

159| report. The report must ;shewingits—econdition—on—+thetast

q

160 £ + Tmmeds S+ ATz AN A e o
OT—=Tt THC O T cCTy procCCOTrng T CopPOoT

161 include:

[0)]
a
@D
He
He

162 (a) A financial statement of the health maintenance

163| organization filed by electronic means in a computer-readable
164 form using a format acceptable to the office.

165 (b) A financial statement of the health maintenance

166| organization filed on forms acceptable to the office.

lo7 e r—An—auditedfFinaneial statement—of +the health

168 marptenance organtFatron; InceludingiEsbalance sheetand—=

169 JoE ST S = £ nor+ 2 N o 1 Braoacnaa PN NE S SO I = A Iz o
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170

171

172 (c)4e8 The number of health maintenance contracts issued

173| and outstanding and the number of health maintenance contracts
174 terminated.

175 (d)+4e> The number and amount of damage claims for medical
176| 1injury initiated against the health maintenance organization and
177 any of the providers engaged by it during the reporting year,
178 broken down into claims with and without formal legal process,
179 and the disposition, if any, of each such claim.

180 (e)4£>r An actuarial certification that:

181 1. The health maintenance organization is actuarially

182 sound, which certification must shald+ consider the rates,
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benefits, and expenses of, and any other funds available for the
payment of obligations of, the organization.

2. The rates being charged or to be charged are
actuarially adequate to the end of the period for which rates
have been guaranteed.

3. The health maintenance organization has adequately

provided for incurred but not reported claims and claims

reported but not fully paid have been adeguately provided for.

4. The health maintenance organization has adequately

provided for all obligations required by s. 641.35(3) (a).

) Such other information relating to the performance
of health maintenance organizations as is required by the
commission or office.

(3) (a) Every health maintenance organization must shatt

file quarterly, for the first three calendar quarters of each

year, an unaudited financial statement of the organization as
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209 described in paragraphs (1) (a) and (b). The statement for the
210 quarter ending March 31 must shadt+ be filed with the office on

211 or before May 15, the statement for the quarter ending June 30
212| must shalt be filed with the office on or before August 15, and

213 the statement for the quarter ending September 30 must shatd be

214 filed with the office on or before November 15. The quarterly

215| report must shatt be verified by the oath of two officers of the
216 organization and+ properly notarized.

217 (b) Every health maintenance organization must file

218 annually, for the preceding calendar year ending December 31, an

219 audited financial statement of the organization. The statement

220| must be filed with the office on or before the following June 1.

221| The office may require a health maintenance organization to file

222 an audited financial statement earlier than June 1 upon

223| notifying the organization at least 90 days in advance. The

224 audited financial statement must include a balance sheet and

225 statement of operations for the preceding year certified by an

226 independent certified public accountant, prepared in accordance

2277 with statutory accounting principles, and, beginning with the

228 financial statement filed for December 31, 2015, subject to

229 commission rules applicable to insurer audits.

230 (5) FEach authorized health maintenance organization must

231| shatt retain an independent certified public accountant+

232 referred—+to—in—this seetionas—"CPA" who agrees by written
233| contract with the health maintenance organization to comply with

234 the provisions of this part.
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235 (a) The certified public accountant must €RPA——shalt provide

236 to the health maintenance organization HMO audited financial

237| statements consistent with this part.

238 (b) Any determination by the certified public accountant

239| €PA that the health maintenance organization does not meet
240| minimum surplus requirements as set forth in this part must

241| shalt be stated in writing by the certified public accountant

242 €EPA—3in—writingrs 1n the audited financial statement.
243 (c) The completed work papers and any written

244 communications between the certified public accountant €RA firm

245| and the health maintenance organization relating to the audit of

246| the health maintenance organization must shed+ be made available

247 for review on a visual-inspection-only basis by the office at
248 the offices of the health maintenance organization, at the

249 office, or at any other reasonable place as mutually agreed

250| between the office and the health maintenance organization. The

251 certified public accountant €PA must retain for review the work

252| papers and written communications for a period of at least net
253| Z*ess—than 6 years.
254 (d) The certified public accountant must €RPA——shalt provide

255| to the office a written report describing material weaknesses in
256| the health maintenance organization's internal control structure

257 as noted during the audit. The report must be filed with the

258 annual audited financial statement as required in paragraph

259 (3) (b) . The health maintenance organization must provide a

260 description of remedial actions taken or proposed to correct
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261 material weaknesses 1if the actions are not described in the

262 report.

263 Section 7. Subsection (1) of section 641.27, Florida

264 Statutes, 1s amended to read:

265 641.27 Examination by the office department.—

2606 (1) The office shall examine the affairs, transactions,
267 accounts, business records, and assets of any health maintenance
268| organization as often as it deems it expedient for the

269| protection of the people of this state, but not less frequently
270 than once every 5 years. However, except when the medical

271 records are requested and copies furnished pursuant to s.

272 456.057, medical records of individuals and records of

273| physicians providing service under contract to the health

274| maintenance organization shall not be subject to audit, although
275 they may be subject to subpoena by court order upon a showing of
276| good cause. For the purpose of examinations, the office may

277 administer oaths to and examine the officers and agents of a

278| health maintenance organization concerning its business and

279 affairs. The examination of each health maintenance organization

280| by the office, including payment of examination expenses, shall

281| be subject to the same terms and conditions as apply to insurers

Hh
|_.—l

-1
L@ g =y

282| under chapter 624. Inrneo—event—shall-expenses—o
A
A\
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284 Any rehabilitation, ligquidation, conservation, or dissolution of
285 a health maintenance organization shall be conducted under the

286 supervision of the department, which shall have all power with
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287 respect thereto granted to it under the laws governing the
288 rehabilitation, ligquidation, reorganization, conservation, or
289| dissolution of life insurance companies.

290 Section 8. Paragraph (j) is added to subsection (2) of
291 section 641.35, Florida Statutes, to read:

292 0641.35 Assets, liabilities, and investments.—

293 (2) ASSETS NOT ALLOWED.—In addition to assets impliedly
294 excluded by the provisions of subsection (1), the following
295 assets expressly shall not be allowed as assets in any

296| determination of the financial condition of a health maintenance
297| organization:

298 (j) Beginning January 1, 2016, accounts receivable from a

299| medical services organization, as defined in s. 641.19, pursuant

300 to a contract with the health maintenance organization.

301 Section 9. Section 641.365, Florida Statutes, is repealed.

302 Section 10. This act shall take effect July 1, 2015.

Page 12 of 12

CODING: Words stricken are deletions; words underlined are additions.
hb0635-00



