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l. Summary:

The committee subgtitute abolishes the Department of Labor and Employment Security and
transfers the Divison of Workers Compensation within the Department of Labor and
Employment Security to the Department of Insurance, effective July 1, 2002, by atype-two
transfer, with exceptions. The Department of Insurance (department) is authorized to reassign,
reclassify, and reorganize transferred positions, as it deems necessary. Other transfers from the
Department of Labor and Employment and Security and exceptions to the transfer of the entire
divison to the Department of Insurance are delinested below:

Pogitions and funding respongible for rehabilitation and reemployment services within the
Divison of Workers Compensation are transferred to the Division of VVocationa
Rehatilitation in the Department of Educeation by atype-two transfer;

Postions and funding responsible for medica care services within the Divison of
Workers Compensation are transferred to the Agency for Hedlth Care Adminidration by
atype-two trandfer;

Positions and funding responsible for the regulation of child labor, farm labor, and
migrant labor programs are transferred to the Department of Business and Professiond
Regulation by atype-two transfer;

Positions and funding associated with the Unemployment Appedls Commisson are
transferred to the Agency for Workforce Innovation by atype-two transfer;

The Office of Information Systems, which provides support for the Divison of Workers
Compensation, is trandferred to the State Technology Office in the Department of
Management Services by atype-two transfer; and

Oversght of the Florida Workers Compensation Sdlf-1nsurers Association is transferred
from the Department of Labor and Employment Security to the Department of Insurance.
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The bill dso provides changes to the adminigtration of the workers compensation law. The
Department of Insuranceis: (1) authorized to share confidentid medica records with the Agency
for Hedth Care Adminigtration to assst the agency in fulfilling its respongbilities and the

agency isrequired to maintain the confidentidity of the information; (2) required to develop
reporting requirements for health care providers in consultation with the agency; and (3)
authorized to monitor and audit workers' compensation carriers and to fine or discipline acarrier
under the provisions of the Florida Insurance Code. Certain reporting and adminigtrative
functions are revised or diminated and the Workers Compensation Oversght Board is abolished
(which was not funded for FY 2000-01).

This bill substantially amends the following sections of the Florida Statutes. 20.13, 20.50,

110.205, 112.19, 112.191, 121.125, 122.03, 238.06, 440.015, 440.02, 440.021, 440.05, 440.09,
440.10, 440.102, 440.103, 440.104, 440.105, 440.106, 440.107, 440.108, 440.12, 440.125,
440.13, 440.134, 440.14, 440.15, 440.185, 440.191, 440.192, 440.1925, 440.20, 440.207,
440.211, 440.24, 440.25, 440.271, 440.345, 440.35, 440.38, 440.381, 440.385, 440.40, 440.41,
440.42, 440.44, 440.49, 440.491, 440.50, 440.51, 440.52, 440.525, 440.572, 440.59, 440.591,
440.593,443.012, 443.036, 447.02, 447.305, 450.012, 450.191, 450.28, 624.3161, 626.88,
626.989, 627.0915, and 627.914.

The bill aso reped s the following sections of the Florida Statutes: 20.171 and 440.4416.
Il. Present Situation:

The Department of Labor and Employment Security

Section 20.171, F.S,, creates the Department of Labor and Employment Security. The head of the
department isthe Secretary of Labor and Employment Security. There are two assigtant
secretaries, the Assstant Secretary for Finance and Adminisgtration and the Assistant Secretary

for Programs and Operations. The DLES has five field offices which are headed by managers.

Section 20.171(3)(c), F.S,, creates the Office of Adminigtration, the Office of Management and
Budget, and the Office of Information Services. Managers who are supervised by and
responsible to the Assstant Secretary for Finance and Administration head these offices.

Section 20.171(7), F.S., establishes the Unemployment Appeals Commission.

Section 110.205, F.S.,* provides that the positions described in ch. 20, F.S., are exempt positions
and therefore not classified as career service.

Legidation was enacted during the 2000 Legidative Sesson that sgnificantly reorganized the
Department of Labor and Employment Security by eiminating many programs and functions or
transferring the programs or functions to other agencies? See Section V of the andysis regarding
the functions and positions remaining a the department at thistime.

! Chapter 110, F.S,, dedls with public officers, employees, and records. More specificaly, ss. 110.201-110.235, F.S,,
addressesthe career service system.
2 Ch. 2000-165, L.OF.
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Typel and Typell Transfers

Section 20.06, F.S., provides the method by which reorganization of the executive branch isto
occur. The section provides for two methods of transfer:

Typel Transfer¥a Inthistype of transfer, an existing agency or department istransferred intact
to another agency or department by becoming a unit of the agency or department to which it is
transferred. For example, if the Public Service Commission was transferred to the Department of
Environmenta Protection and the entire agency was made a division of that department, aType |
Transfer would be the appropriate method of transfer. When an agency or department is

trandferred intact to another agency or department, the transferred agency or department

exercises its powers, duties, and functions subject to review and approva by, and under the

direct supervision of, the head of the agency or department to which the transfer is made, unless
otherwise provided by law.

Under aType| Trander, the transferred agency or department which becomes a unit of another
agency or department, has dl its satutory powers, duties, and functions, and its records,
personnd, property, and unexpended balances of appropriations, alocations, or other funds
transferred to the agency or department to which it is transferred. When segregated funds are
transferred, the transfer must be completed in such a fashion that the relation between the
program and the revenue source asis provided by law is retained.

Additiondly, under a Type | Transfer, the adminigtrative rules of the agency or department
transferred remain in effect until specifically changed under the procedures provided in ch. 120,
F.S., the Administrative Procedure Act.

Typell Transfer¥a Thistype of transfer gpplies not only to agencies and departments that are
transferred, but also to the transfer of specific programs, activities, functions, units or subunits
within an agency or department. Under a Type |l transfer, an agency, a department, program,
activity, function, identifigble unit or subunit is merged into another agency or department.

The merged agency, department, program, activity, function, unit or subunit retains adl its

gatutory powers, duties, and functions under a Type |l Transfer. Its records, personnel, property,
and unexpended ba ances of appropriations, alocations, or other funds are transferred to the
agency with which it is merged, except those transferred elsawhere or abolished. The transfer of
segregated funds must be made in such a manner that the relation between the program and
revenue source thet is provided by law is retained.

Unless otherwise provided by law, the head of the agency or department to which an existing
agency, department, program, activity, function or unit is transferred, is authorized to establish
units or subunits to which the agency or department is assigned. Further, the head of the
receiving agency may assgn adminigrative authority for identifiable programs, activities, or
functions, to the extent authorized by ch. 20. F.S.

Unless otherwise provided by law, the administrative rules of any agency or department involved
in the transfer which are in effect immediatdy before the transfer remain in effect until
specificaly changed pursuant to ch. 120, F.S.
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Adminigtration of the Workers Compensation System in Florida

Chapter 440, F.S,, isthe “Workers Compensation Law.” Presently, the Divison of Workers
Compensation in the Department of Labor and Employment Security is organized into the
following program/function areas. Monitoring and Audit, Employee Assistance and Ombudsman
Office, Rehabilitation and Medica Services, Operations Support (including the Specid
Disability Trust Fund), Compliance, Research and Education, Information Management, and the
Director's Office.

The Bureau of Monitoring and Audit is primarily responsible for monitoring the accuracy and
timeliness of benefit payments, assessng pendties for late payments or reporting, and auditing
cariers and individud, seif-insurers to determine compliance with statutory requirements for
timeliness and accuracy of payment. The bureau is dso responsible for adminigtering the
permanent total supplementa benefits provided to workersinjured prior to July 1, 1984.

The Bureau of Employee Assistance and Ombudsman Office (EAO) is charged with the
respongbility of informing and assisting employers/carriers, injured workers, and hedth care
providersin fulfilling their respective responghilities under ch. 440, F.S,, the Workers
Compensation Law. Section 440.191, F.S,, also directs EAO to “take al steps necessary to
educate and disseminate information to employees and employers.”

To effect the salf-executing features of the law, s. 440.191, F.S,, provides that ch. 440, F.S,, is
construed to permit injured workers and employers/carriers to resolve disputes “. . . without
undue expense, coglly litigation, or delay in the provisons of benefits” Asaresult, EAO
investigates disputes and attempts to resolve disputes between injured workers and the
carrier/femployer in an informal manner through the Request for Assistance process.

An employee may not file a petition for benefits unless the employee has exhausted thisinformd
dispute resolution process. If resolution is not made in 30 days, the employee may file a petition
for benefits. Under the provisions of s. 440.192, F.S., the employeeis required to serve the
petition upon the employer, the employer's carrier, and the Office of the Judges of Compensation
Claims. Within 14 days of receipt of a petition for benefits, the carrier must elther pay the
requested benefits without prejudice to its right to deny within 120 days of receipt of the petition
or fileanatice of denia with the Office of the Judges of Compensation Claims.

The Bureau of Rehabilitation and Medica Services certifies and decertifies hedth care
providers, promulgates reimbursement manuals, resolves reimbursement disputes, monitors
cariers compliance with rembursement policies, evauates carrier-provided re-employment
services and training, and provides screening, re-employment, and training for injured workers.
The Bureau of Compliance is charged with the responsibility of ensuring that employers, subject
to the Workers Compensation Law, maintain workers: compensation coverage for their
employees and maintain records relating to proof of coverage and exemption from coverage.

The Bureau of Operations Support administers the Specia Disability Trust Fund, calculates and
collects the assessments for the Workers Compensation Adminigtration Trust Fund and the
Specid Disability Trust Fund, regulates individua sdf-insurers, and provides adminidrative
support to the divison.
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The Bureau of Research and Education provides training and educationd materials on the
Workers Compensation Law, responds to internal and external data requests, and administers
the electronic datainterchange for the bureau. The Bureau of Information Management provides
and maintains information systems technology for the divison. The Director’ s Office includes:
the director, assstant director, and administrative support for the office.

[I. Effect of Proposed Changes:

Section 1. Transfers dl powers, duties, functions, rules, personnd, property, and
unexpended baances of funds of the Divison of Workers Compensation by atype-two transfer,
asdefined in s. 20.06(2), F.S., to the Department of Insurance, except as otherwise provided in
this section. All records, property, and unexpended baances of the Office of the Secretary and
the Office of Adminigtrative Services of the Department of Labor and Employment Security,
which support these activities, are dso transferred by atype-two transfer to the department. To
the extent possible, the positions transferred to the department will be reclassified to pay grades
comparable to the positions established by the Department of Labor and Employment Security.
The department is authorized to establish the number of positions necessary to administer the
provisions of ch. 440, F.S.; however, the number of positions and associated sdaries may not
exceed the number of pogtions and salaries that were previoudy authorized for the Divison of
Workers Compensation prior to the transfer. The Department of Insurance is authorized to
reassign, reclassify, reorganize, or otherwise transfer those positions within the department. The
department is authorized to enter into contracts with public or private entities to adminigter its
duties associated with the transfer of the Divison of Workers Compensation.

The regulation of child labor, under the provisions of ch. 450, F.S,, are transferred, by atype-two
transfer from the Divison of Workers Compensation to the Department of Business and
Professona Regulation. The farm labor and migrant labor programs, under ch. 450, F.S., are
transferred by atype-two transfer from the Office of the Secretary and the Office of
Adminigrative Services of the Department of Labor and Employment Security to the

Department of Business and Professona Regulation. Any other functions and resources not
otherwise transferred in this act relating to workplace regulation and enforcement, including

those under ch. 448, F.S,, are transferred from the Department of Labor and Employment
Security to the Department of Business and Professond Regulation by atype two trandfer.

The Department of Business and Professionad would be authorized to reassign, reorganize,
reclassfy, or otherwise transfer positions within the department to accomplish its workplace
regulation responghilities. All records, property, and unexpended balances of the Office of the
Secretary and the Office of Adminidrative Services of the Department of Labor and
Employment Security which support these activities are transferred by atype-two transfer to the
Department of Business and Professona Regulation. The department would be authorized to
transfer resources between services and make revisons to the budget, as necessary to reduce
cogts and increase efficiencies.

The funding and resources, including personnd, related to medica services are transferred by a
type-two transfer from the Division of Workers Compensation to the Agency for Hedth Care
Adminigtration. All records, property, and unexpended balances of the Office of the Secretary
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and the Office of Adminidrative Services of the Department of Labor and Employment Security
which support these activities are transferred by atype-two transfer to the Agency for Hedlth
Care Adminidration.

The section dso transfers the funding and resources, including personnel, responsible for re-
employment and rehabilitation, from the Divison of Workers Compensation to the Department
of Educeation by atype-two transfer. All records, property, and unexpended baances of the
Office of the Secretary and the Office of Administrative Services of the Department of Labor
and Employment Security which support these activities are transferred by atype-two transfer to
the Department of Education.

Except as otherwise provided in this section, the records, property, and unexpended balances of
appropriations, dlocations, and other funds of the Office of the Secretary and the Office of the
Adminigtrative Services of the Department of Labor and Employment Security are transferred by
atype-two trandfer to the Department of Insurance.

The Unemployment Appeals Commission istransferred by atype two transfer to the Agency for
Workforce Innovation. All records, property, and unexpended balances of the Office of the
Secretary and the Office of Adminigtrative Services of the Department of Labor and
Employment Security which support these activities are trandferred by a type-two transfer to the
Agency for Workforce Innovation.

The Office of Information Systems of the Department of Labor and Employment Security is
transferred by atype two transfer to the State Technology Office. All records, property, and
unexpended ba ances of the Office of the Secretary and the Office of Adminidrative Services of
the Department of Labor and Employment Security which support these activities are transferred
by atype-two transfer to the State Technology Office. Upon completion of this trandfer, the State
Technology Office and the Department of Insurance would enter into discussons to determine
whether it would be technologicaly feasble and cot effective to separate the workers
compensation related systems and transfer ownership of these systems to the Department of
Insurance. If the Department of Insurance ultimately determines that it is technologically feasble
and cost effective to transfer ownership of these systems from the State Technology Office to the
Department of Insurance, the department would submit a transfer plan and budget amendment to
the Legidative Budget Commisson. The transfer plan and budget amendment must be gpproved
by the Legislative Budget Commission. All records, property, and unexpended balances of the
Office of the Secretary and the Office of Adminigtrative Services of the Department of Labor
and Employment Security which support these activities are trandferred by atype-two transfer to
the State Technology Office.

The Department of Management Services would be designated the custodian of any property of
the Department of Labor and Employment Security which is not otherwise transferred. The
department would aso be authorized to permit the use of such property by organizations, as
necessary to implement the provisions of this act.

Any binding contract or agreement between the Department of Labor and Employment Security
and another agency, entity, or person existing on or before July 1, 2002, would continue for the
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remainder of the term of the contract or agreement with the successor department, agency, or
entity respongible for the program.

The section provides that this act does not affect the validity of any judicia or adminidrative
proceeding involving the Department of Labor and Employment Security which is pending, as of
the effective date of any transfer under this act. The successor agency, department, or entity
responsible for the transferred program, activity, or function relative to the proceeding would be
subgtituted, as of the effective date of the applicable transfer under this act, for the Department of
Labor and Employment Security.

Section 2. Amendss. 20.13, F.S,, to create the Division of Workers Compensation within
the Department of Insurance.

Section 3. Amends s. 20.50, F.S,, rdating to the Agency for Workforce Innovation, to
gpecify the duties of the director of Workforce Innovation, as well as the responsibilities of the
Office of Workforce Services, the Office of Program Support, and the Office of Agency Support.

Sections 4-92. Amends these sections to conform to the transfers made by this act.
Subgtantive changes to these sections are summarized below.

Section 24.  Amendss. 440.125, F.S., to authorize the Department of Insurance to share any
confidential and exempt information recelved pursuant to s. 440.13, F.S,, with the Agency for
Hedth Care Adminigration (AHCA) and Department of Education (DOE) in furtherance of such
agencies duties under ss. 440.13 and 440.14, F.S. ACHA and DOE would be required to
maintain the confidentidity and exempt status of such information. Presently, such medica

reports and medica hills provided to the Divison of Workers Compensation are confidentia

and exempt from the provisons of s. 119.07(1), F.S., and Art. | of the State Congtitution. The bill
transfers duties and responsibilities relating to medica records to the Department of Insurance,
ACHA, and DOE.

Section 25.  Amendss. 440.13, F.S,, to require the Department of Insurance, in consultation
with AHCA, to develop reporting requirements for health care providers reating to the reporting
of medical trestment, medical reports, and bills. The section is aso amended to authorize the
Department of Insurance to monitor and audit workers compensation carriers to determine
whether medical bills are paid in accordance with this section and the provisons of s. 624.3161,
F.S., which relates to market conduct examinations of insurers. If the department determines the
carier isnot within 90 percent compliance as to the payment of medica hills, the department
would be required to assess afine not to exceed 1 percent of the prior year’ s assessment against
such entity under s. 440.51, F.S. The department would aso be authorized to impose afine or
otherwise discipline an employer or carrier, pursuant to ch. 440, F.S., the Florida Insurance
Code, or rules adopted by the department, if an employer or carrier does not comply with these
provisons. Currently, the divison is authorized to fine an employer or carrier, pursuant to rules
adopted by the division, for each late payment of compensation that is below the 90 percent
performance standard. The section currently provides that any carrier that isfound to be not in
compliance in subsequent quarters must implement amedica bill review program, gpproved by
the divison, and the carrier is subject to disciplinary action by the Department of Insurance.
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Section 28. Amendss. 440.15, F.S,, to diminate the requiremert that the divison
(Department of Insurance) review and determine, at the carrier’ s or employer’ s request, whether
the carrier has performed its duty with respect to whether any extended unemployment of an
employeeisadirect result of an employee’ simpairment. According to the Divison of Workers
Compensation, requests for this type of information have not been madein years.

Section 33. Amendss. 440.20, F.S,, to authorize the Department of Insurance to monitor and
audit workers compensation carriers in accordance to its market conduct examination and
investigation process as provided in ss. 624.3161 and 624.317, respectively, to ensure carrier
compliance with the provisons of ch. 440, F.S., and the Insurance Code. The Department of
Insurance would be required to impaose pendties of $250 for each late payment of compensation.
If the department finds patterns or practices of late payment, the department would be authorized
to impose pendlties pursuant to s. 624.4211, F.S., which authorizes adminigrativefines, in lieu

of sugpension or revocation. Presently, workers compensation carriers are subject to afine of up
to $50 for each late payment that is below the 90 percent performance standard.

The department is aso authorized to examine, on an ongoing bas's, damsfiles of acarrier, as
provided in s. 624.3161, F.S., and impose fines or pendties as provided in s. 624.310(5), F.S., to
ensure compliance. If the department finds questionable techniques, patterns, patterns or

practices or repeated unreasonably controverted claims, the department would be authorized to
impose pendties pursuant to s. 624.4211, F.S., which authorizes adminigrative fines, in lieu of
suspension or revocation. Presently, the divison may certify its findings to the Department of
Insurance or such other gppropriate licensing agency.

Section 42.  Amendss. 440.381, F.S,, to diminate the requirement that the Department of
Insurance notify acarrier of the name of any injured worker who has not reported as earning
wages on the last quarterly earnings report. Carriers have not historicaly requested this
information.

Section 43.  Amendss. 440.385, F.S.,, to require the Insurance Commissioner, rather than the
Secretary of the Department of Labor and Employment Security, to gppoint the nine-member
board of directors of the Forida Self-Insurers Guaranty Association. The bill provides that
gppointments made on or after July 1, 2002, would be made by the Insurance Commissioner.
The plan of operation for the association in effect as of June 30, 2002, and approved by the
Department of Labor and Employment Security would remain in effect until it was subsequently
amended. Such amendments would require prior gpprova by the Department of Insurance.

Section 54. Amendss. 440.525, F.S,, to iminate the requirement that each carrier must be
examined no less frequently than once every 3 years and to authorize the department to examine
acarrier as often asis warranted to ensure that carriers are complying with the statutory
provisions. Presently, the department is authorized to examine carriers as often as it deems
necessary, as provided in s. 624.3161, F.S.

Section 56. Amendss. 440.59, F.S,, to revise annud reporting requirements for the
Department of Insurance relating to the administration of ch. 440, F.S,, by deleting the annudl
closed clam report and dl clams report for which employees have lost more than 7 days from
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work. The department would continue to prepare the annua report regarding the adminigtration
of ch. 440, F.S.

Section 71.  Repedsss. 20.171 and 440.4416, F.S., which eliminate the Department of Labor
and Employment Security and the Workers Compensation Oversight Board. The board no
longer convenes, since it was not funded for the current fiscal year.

Section 72.  Providesthat if any provison of thisact or its goplication is held invdid, the
invaidity does not affect other provisons or gpplications of the act, which can be given effect
without the invaid provision, or gpplication, and to this end the provisions of this act are
severable.

Section 73.  Providesthat unless otherwise provided in this act, this act will take effect duly 1,
2002.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

None.

B. Private Sector Impact:

Workers compensation carriers previoudy subject to regulation by the Department of
Insurance and the Department of Labor and Employment Security could benefit from
greamlining of the regulation and examination process within one department.

C. Government Sector Impact:

To the extent certain functions within the Divison of Workers Compensation can be
merged or consolidated with exigting regulatory functions of the Department of Insurance
dueto the trandfer of functions to the department, the overal adminidtrative costs of the
workers compensation system could be reduced. By authorizing the Department of
Insurance to audit workers compensation carriers in accordance with the provisions of
the Insurance Code, rather than ch. 440, F.S., the department would be able to Streamline
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VI.

VII.

the examination of workers compensation carriers into the examination process used for
al other carriers.

The abolishment of the Department of Labor and Employment Security would result in
an indeterminate amount of savings related to the eimination of adminigrative positions
in the Office of the Secretary and the Office of Adminidtrative Services, associated
expenses, and other capital outlays not transferred to other departments or agencies.

The bill does not address the number of positions transferred from the Department of
Labor and Employment Security to the various agencies and departments and the
positions anticipated to be addressed through the Generd Appropriations Act.

According to the Department of Labor and Employment Security, there are presently 791
authorized positions (680.5 positions arefilled.) and 576 of these positions are within the
Divison of Workers Compensation. (503.50 positions are filled.). Currently, 11 of these
authorized positions are assigned to the regulation of child labor and would be transferred
to the Department of Business and Professionad Regulation. It is anticipated that 322
positions would be transferred to the Department of Insurance, 82 postions to the
Department of Education, and 20 positions to the Agency for Hedth Care
Adminigration.

The Department of Labor and Employment Security provided the following proposed
breakout of the remaining authorized positions within the department:

Unemployment Appeds Commission - 28 authorized/27 filled

(To be trandferred to the Agency for Workforce Innovation)

Office of Information Systems - 140 authorized/111.25 filled

(To be trandferred to the State Technology Office)

Migrant and Farm Labor - 29 authorized/27 filled

(To be transferred to the Department of Business and Professiona Regulation)
Office of the Secretary -18 authorized/12 filled

(Seven of these positions would be transferred to the State Technology Office)

Technical Deficiencies:
None.
Related Issues:

An amendment to the Florida Congtitution gpproved by the votersin November of 1998,
modifies the Cabinet, effective January 7, 2003. Among other changes, the amendment merges
the offices of the Treasurer and the Comptroller into one Chief Financia Officer. The new dtate
Cabinet will conggt of an Attorney Generd, a Commissioner of Agriculture, and a Chief
Financid Officer. Asthe Comptroller heads the Department of Banking and Finance and the
Treasurer heads the Department of Insurance, the status of these departments must be
determined, which isthe subject of legidation expected to consdered during the 2002 Regular
Sesson.
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Positions and funding associated with the transfer of the Division of Workers Compensation and
the dissolution of the Department of Labor and Employment Security would be addressed in the
Genera Appropriations Act.

VIII. Amendments:

None.

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




