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l. Summary:

The bill provides that the Department of Management Services may not prohibit or limit any
insurer, hedlth maintenance organization, prepaid limited health services organization, or
insurance agent from competing for any insurance product or plan provided by the department on
the badis of the compensation arrangement used by the insurer for its agents.

This bill substantialy amends the following sections of the Florida Statutes: 110.123, and
287.022.

Present Situation:

State of Florida State Employees Group Health Insurance Program

Pursuant to the provisons of s. 110.123(3)(a), F.S,, it istheintent of the Legidatureto offer a
hedlth insurance benefit package for state employees, and to provide the coverage in the most
cost-efficient manner. Employees have a choice of joining the sdf-insurance plan or a hedlth
maintenance organization (HMO).

The Divison of State Group Insurance (division) within the Department of Management

Services offers active empl oyees the opportunity to participate in a number of optiona
"employee-pay-dl" Supplemental Insurance plans and to have the premium payments for these
plans deducted on a pre-tax basis. These are employee-pay-dl plans, the State does not
contribute any portion of the premium for these plans. There are two types of supplementa

plans, those that are endorsed by divison and other supplementd plans. Divison-endorsed plans
are supplementd benefit plans that meet the following criteria
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1. They have been specificdly designed by division staff working with nationally recognized
employee benefit consultants.

2. They have been sdected by a competitive procurement process.

3. They have contractud performance guarantees, backed by financid penalties, to ensure high
levels of service to State employees.

There are currently two supplementa plans that are endorsed by the division. A number of other
supplementd plans are dso available that are not endorsed by the divison. These plans did not
result from a competitive procurement process, they are not based upon a divison benefit design,
and the division does not have the authority to regulate these plans by means of contractua
performance guarantees Smilar to those of the endorsed plans. The following supplementa
insurance products are offered by various supplement insurance companies; accident and
accident/disability insurance, cancer and cancer/intensive care insurance, dentd insurance, and
hospitalization insurance.

Participation by individuasin the program is available to dl Sate officers, full-time date
employees, and part-time employees. Such participation is voluntary. For fiscal year 1999 -
2000, the divison estimated that the average number of participants (active employees and
retirees) in the salf-insurance program is approximately 95,000 and the average number of
enrolleesin the HMOs is 67,000. There are approximately 375,000 covered livesin the program
(active employess, retirees, spouses, dependents, continuation coverage eigible individuds).

In April 1999, the division issued a Request for Proposals (RFP) for managed dental benefits
from companies offering both an exclusve provider plan and dental preferred provider coverage.
Five proposas were submitted to the divison. A proposa from one company was not considered
because it was deemed by the DSGI to violate section 2.10 of the Request for Proposal, which
prohibited a vendor from employing or retaining a person to solicit or secure this contract for a
commission, percentage, or contingent fee, unless specificaly authorized by law and not paid
directly or indirectly by the State or its employees.

In response to an inquiry regarding the Request for Proposal provision prohibiting agent
commissions and the use of servicing insurance agency and the compensation of such an agency,
the divison stated that digibility and enrollment would be handled by state saff and the divison
would expect there to be a claims processing unit located within the denta plan company, so

there was no need for, and the RFP did not anticipate the need for, independent insurance brokers
or agents. The division stated that a sdaried agent, or acompany executive who was dso

licensed as an agent, may issue the product requested by the RFP. The division indicated that the
State would not pay agent commissions or brokerage fees, and to the extent that a company
believed it must pay such fees, it should absorb them as a cost of doing business and pass them
through the premiums to be paid by State enrollees.

Denta insurance may be sold by a hedth insurer authorized under chapter 624 or by a prepaid
limited hedlth plan licensed under chapter 636. Under the provisions of s. 636.044(1), F.S., “a
person may not, unless licensed and gppointed as hedth insurance agent in accordance with the
gpplicable provision of the insurance code solicit contracts or procure gpplications or engage or
hold hersdlf or himsdlf out as engaging in the business of analyzing ...prepaid limited hedth
services contracts or of counseling or advising or giving opinions to persons relative to such
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contracts other than as a consulting actuary advising such a plan or as asdaried full-time
employee s0 counseling and advising the employer reldive to the coverage for the employer and
her or his employees.”

Sections 626.051, and 626.062, F.S., include a limited exception to the requirement that a
solicitation must be performed by licensed agents. An individud employed by alife or hedlth
insurer as an officer or other salaried representative may solicit and effect contracts of life
insurance or annuities or of hedth insurance, without being licensed as an agent, when and only
when he or she is accompanied by and solicits for and on behdf of alicensed agent.

According to an opinion issued by the Department of Insurance, dated August 6, 1999, which
addressed whether the Division of State Group Insurance was required to use licensed agents
with respect to a prepaid limited hedlth service contract, the Department of Insurance stated that
“...sdaried employees of an insurer, HMO, or prepaid health service organization who are
respongble for answering questions of prospective insureds at the time of enrollment or assisting
group insureds with coverage or other questions after an insurance contract is effectuated are not
engaged in the business of counsding, advising, or giving opinions rdaive to insurance

contracts because such activities merdly congtitute explaining the postion of their employer with
regard to the insurance contract.” However, the Department of Insurance also opined, “If an
insurer, HMO, or prepaid limited hedth services organization contracts with an outside third
party to carry out these respongihilities, it is the department’ s view that such individuas would
require licensure because they would be engaged in the business...”

[I. Effect of Proposed Changes:

Section 1. Amendss. 110.123, F.S,, to provide that the Department of Management Services
may not prohibit or limit any insurer, health maintenance organization, prepaid limited hedth
services organization, or insurance agent from competing for any insurance product or plan
provided by the department on the basis of the compensation arrangement used by the insurer for
its agents.

Section 2. Amends s. 287.022, F.S,, relating to procurement of insurance by the State, to
provide to that the Department of Management Services may not prohibit or limit any insurer,
hedlth maintenance organization, prepaid limited hedlth services organization, or insurance agent
from competing for any insurance product or plan provided by the department on the basis of the
compensation arrangement used by the insurer for its agents.

Section 3. Provides that this act takes effect upon becoming alaw.
V. Constitutional Issues:
A. Municipality/County Mandates Restrictions:
None.
B. Public Records/Open Meetings Issues:

None.
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C. Trust Funds Restrictions:

None.
V. Economic Impact and Fiscal Note:

A. Tax/Fee Issues:
None.

B. Private Sector Impact:
Insurers, heath maintenance organizations, prepaid limited health services organizations,
that provide for the compensation for agentsin their proposal would benefit from the
prohibition on the Divison of State Group from excluding these entities from the insurance
procurement process based upon such arrangements with agents. Agents involved in such

arrangements would benefit from the change in the procurement process. The effect of the
bill on the total cost of insurance plans to state employees is unknown.

C. Government Sector Impact:

The State may experience some indeterminate costs for contracts, if the Divison of State
Group Insurance cannot exclude a vendor’ s proposal because the vendor includes
compensation for insurance agents in the proposal.

VI. Technical Deficiencies:
None.
VIL. Related Issues:
None.
VIII. Amendments:
None.

This Senate staff analysis does not reflect the intent or officia position of the bill’ s sponsor or the Horida Senate.




