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Topics 

 Division of State Group Insurance 

• Administration and Governance 
 

 Financial View 

• At-a-Glance 

• Actual/Projected Health Program Spend 
 

 Participants and Plan Enrollment 

• Plan Options and Contracted Service Areas 

• Cost Sharing and Premiums 

• Trends in Enrollment 

• History of Premium Contributions  
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Division of State Group Insurance 

Procure and administer a comprehensive package of tax-

favored insurance benefits pursuant to s. 110.123, F.S.  

• Standard or high deductible health plan with an integrated HSA 

• Medical and dependent care reimbursement accounts 

• Life, dental and vision insurance 

• Disability, accident, cancer and other income replacement plans  
 

Administration:  
• 22 positions 

• People First 

• Contracts with insurance carriers and service providers 

• Actuarial, benefit, audit and legal consultant services 
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Governance 

Cafeteria     
Plan 

Florida 
Legislature 

State      
Authority 

Federal      
Laws 

Employer 
Sponsored 

Health 
Insurance Trust 

Fund 

State Group 

Health 

Insurance 

Program 

s. 125, Internal Revenue Code 

(state and employee tax savings) 

Chapters 110, 112, 

627 and 641, F.S., 

and annual 

appropriation bills 

Sets eligibility, 

funding and benefit 

policies 

Treasury account 

used to record 

collection of revenues 

and disbursements 

for health benefit and 

administrative costs 

State employers 

contribute toward the 

cost of health coverage 

as part of the employee 

compensation package 

ACA, IRC, HIPAA, 

Medicare, COBRA, etc. 
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Fiscal Year 2016-17  

Projected health care and administrative spend: $2.3 billion 

• Medical: 72%  |  Rx: 25%  |  Administration: 3% 

• Annual Spend Growth:  Medical: 5.9%  |  Rx: 8.8%  |  Aggregate:  6.2% 

• Cash Balance:  $571.6 million 

 

Projected Revenues 

 

 

 

 

 

 

Financial View 

Information as reported by the Self-Insurance Revenue Estimating Conference. 

78% 

$1.8B (78%)

$167M

$228M

$172M

State Revenues

Employee Contributions

Retiree Contributions

Other Revenue
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Actual/Projected Health Program Spend 

 $418.3   $469.9  
 $556.2   $542.0   $589.7  

 $678.4  
 $793.6  

 $932.3  
 $1,095.3  

 $1,286.7  
 $1,120.9   $1,163.2   $1,219.9  

 $1,295.3  
 $1,371.6  

 $1,478.8  
 $1,606.9  

 $1,761.9  
 $1,938.5  

 $2,134.3  

 $1,854.9  
 $1,961.3  

 $2,131.7  
 $2,205.2  

 $2,341.9  

 $2,549.9  

 $2,819.8  

 $3,147.1  

 $3,525.0  

 $3,990.8  

 $-

 $500.0

 $1,000.0

 $1,500.0

 $2,000.0

 $2,500.0

 $3,000.0

 $3,500.0

 $4,000.0

 $4,500.0
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Agencies 

54.6% 

Statutorily 

Defined 

Agencies 

0.3% 

Universities 

24.1% 

Participants 

Covered Lives: 366,080 
 

Policyholders: 173,761 

November 2016 

Retirees & 

Other 

Former 

Employees 

21.0% 

 

Percentages based on policyholders 
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Standard Health Plan Options 



9 

High Deductible Health Plan Options 
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Contracted Service Areas 
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Prescription Drugs 

• Automatic enrollment in the self-insured Prescription Drug 
Program when enrolled in a health plan 

 
• Open formulary – Cover all federal legend drugs 
 
• National network of participating retail pharmacies and a mail 

order program 
 

• Three-tier copayment structure:  

– Generic | Preferred Brand | Non-Preferred Brand 
 

• FY 2016-17 projected prescription drug spend: $589.7 million  

• Prescription drug trend is on the rise 

– Generics have peaked 

– Generic price inflation 

– Brand inflation 
  

• CVS/Caremark: contracted pharmacy benefit manager 
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Wellness Features 

Wellness Benefits HMO Plans1 PPO Plans 

Online Tools P P 

Health Risk Assessments P P 

Fitness Membership P P 

Smoking Cessation P P 

Weight Management P P 

Nutritional Counseling P P 

Nutritional Supplement Discounts P 

Health Counseling P P 

Prenatal Education P P 

Massage and Acupuncture P 

Exercise Classes P P 

Fitness Equipment,  Apparel, Footwear 

Discounts P P 

1Discounts, programs and services vary by HMO 
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Standard Health Plan High Deductible Health Plan 

Network Only 

(HMO) 

Network 
(PPO) 

Out-of-Network 
(PPO) 

Network 
(PPO & HMO) 

Out-of-Network  
(PPO Only) 

Deductible None 
$250 | $500 

 Single | Family 
   $750 | $1,500 
  Single | Family 

$1,300 | $2,600 
 Single | Family 

$2,500 | $5,000 
 Single | Family 

Primary Care $20 copayment $15 copayment 

40% of out-of-
network allowance 

plus the amount 
between the charge 
and the allowance After meeting deductible, 

20% of network allowed 
amount 

After meeting deductible, 
40% of out-of-network 

allowance plus the 
amount between the 

charge and the allowance 
Specialist $40 copayment $25 copayment 

Urgent Care $25 copayment $25 copayment After meeting deductible, 
20% of out-of-network 

allowance Emergency Room $100 copayment $100 copayment 

Hospital Stay $250 copayment 
20% after  

$250 copayment 
 

40% after $500 
copayment plus the 
amount between 

the charge and the 
allowance 

After meeting deductible, 

40% after $1,000 

copayment plus the 

amount between the 

charge and the allowance 

Generic |  
Preferred | 
Non-Preferred  

$7 | $30 | $50  
Retail 

$7 | $30 | $50  
Retail Pay in full - file claim 

for reimbursement 

After meeting deductible  
30% | 30% | 50% 

Retail and Mail Order 

Pay in full - file claim for 
reimbursement 

 $14 | $60 | $100 
Mail Order 

$14 | $60 | $100 
Mail Order 

Out-of-Pocket 
Maximum1 

$1,500 | $3,000 
 Single | Family 

(medical copays)   

$2,500 | $5,000 
 Single | Family 

 (medical coinsurance) 

$3,000 | $6,000  
 Single | Family 

(medical/Rx coinsurance) 

$7,500 | $15,000  
Single | Family 

(medical/Rx coinsurance) 

Cost Sharing 

1The Affordable Care Act out-of-pocket limit for 2017 for the Standard Plan is $7,150 single and $14,300 family for combined in-network medical and Rx member 

cost share.  For the High Deductible Plan, the 2017 limits are $4,300 single and $8,600 family for combined in-network medical and Rx member cost share. 
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1 Includes employer tax-free Health Savings Account (HSA) contribution - $41.66 and $83.33 per month for single and family coverage, respectively.   
2 COBRA participants pay the full single or family premium plus a 2 percent administrative fee. 
3 Fully-insured HMOs offer a Medicare Advantage Plan. The lower premiums are federally approved and are subject to change each plan year. 

Subscriber 

Category 

Coverage 

Type 

PPO & HMO Standard PPO & HMO High Deductible 

Employer Enrollee Total Employer1 Enrollee Total 

Career Service2 

& OPS 

Single 642.84  50.00  692.84  642.84  15.00  657.84  

Family 1,379.60  180.00  1,559.60  1,379.60  64.30  1,443.90  

Spouse 1,529.60  30.00  1,559.60  1,413.92  30.00  1,443.92  

SES & SMS 
Single 684.50  8.34  692.84  649.50  8.34  657.84  

Family 1,529.60  30.00  1,559.60  1,413.90  30.00  1,443.90  

Pre-Medicare 

Retiree 

Single 0.00  692.84  692.84  0.00  628.50  628.50  

Family 0.00  1,559.60  1,559.60  0.00  1,387.78  1,387.78  

Over-age 

Dependent 
Single 0.00  692.84  692.84  0.00  616.18  616.18  

Plan Name 
Plan  

Type 

Medicare I Medicare II Medicare III 

Single – One Eligible Family – One Eligible Family – Both Eligible 

Self-Insured 

PPO & HMO3 

Standard 388.38  1,119.85  776.76  

HIHP 292.76 917.13  585.51  

Monthly Premiums & Contributions 
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Plan Enrollment 

Employee Enrollment 

Retiree Enrollment 

 50,000

 60,000

 70,000

 80,000

 90,000

 100,000
PPO (Actual) PPO (Projected) HMO (Actual) HMO (Projected)

 -
 5,000

 10,000
 15,000
 20,000
 25,000
 30,000
 35,000 PPO (Actual) PPO (Projected) HMO (Actual) HMO (Projected)
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Change in Premiums 

 $584  

 $600  

 $600  

 $600  

 $600  

 $600  

 $600  

 $600  

 $600  

 $600  

 $600  

 $600  

 $600  

 $3,869  

 $4,154  

 $4,534  

 $4,791  

 $5,384  

 $5,683  

 $5,998  

 $5,998  

 $6,453  

 $7,098  

 $7,098  

 $7,098  

 $7,714  

04-05

05-06

06-07

07-08

08-09

09-10

10-11

11-12

12-13

13-14

14-15

15-16

16-17

Single Coverage Annual Premium 
Employee State

 $2,102  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $8,002  

 $8,591  

 $9,451  

 $10,032  

 $11,373  

 $12,050  

 $12,760  

 $12,760  

 $13,790  

 $15,169  

 $15,169  

 $15,169  

 $16,555  

04-05

05-06

06-07

07-08

08-09

09-10

10-11

11-12

12-13

13-14

14-15

15-16

16-17

Family Coverage Annual Premium 
Employee State
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Thank You 

 

 

Tami Fillyaw 

Director 

Division of State Group Insurance 

Florida Department of Management Services 
 

Tami.Fillyaw@dms.myFlorida.com 
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MERCER 

Agenda 

• Purpose – To identify opportunities to improve the State of Florida’s health plan by 
comparing today’s program to critical success factors, approaches and trends in the 
employer market today 

• Background – basic definitions 

• Summary of key findings and observations 

• Supporting information to help answer some key questions* 

• Discussion & questions 

• Appendix (supporting background and detail) 
 
 
* Key Questions: 
• How do the State of Florida plans and premiums compare to market surveys? 
• How might “best practice” consumerism and “defined contribution” (DC) pricing of plans work for us? 
• How do we differ from successful plans that use wellness, incentives, “consumer-driven health plans” 

(CDHP), and member health and engagement programs and techniques? 
• What are three alternative approaches, or phases to consider, to embrace these findings? 
• What are some of the key considerations to be evaluated? 

1 



MERCER 

• “Consumerism” – an activity that encourages or empowers improved health, or informed, or 
responsible spending for, or use of, healthcare related goods or services 

• CDHP – typically a Preferred Provider Organization (PPO) medical plan with a “high 
deductible” and an “account”  

• Accounts – typically a Health Savings Account (“HSA”), or a Health Reimbursement 
Arrangement (“HRA”) 

• State of Florida – offers CDHP options (i.e., Health Investor Health Plans (HIHP)) with an HSA 
account (both PPO HSAs and HMO HSAs are offered) 

• CDHP plans – provide employee incentives (via lower premiums, up-front account deposits 
that carry over from year to year, visible account balances, etc.) to encourage employees to 
be active participants in their healthcare consumption and health 
 

2 

Background — basic definitions 
Consumerism, consumer-driven health plans (CDHP) and accounts 

Employers create plan savings  
with some combination of … 
• Increased deductibles 
• Increased coinsurance 
• Increased or eliminated copays 

… to redeploy dollars saved using some combination of: 

Contribution 
Offsets

Account
Deposits Incentives

Combo of some 
or all three

OR

Contribution 
Offsets

Account
Deposits Incentives

Combo of some 
or all three

OR
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Consumer Driven Health Plans — a high-deductible PPO with a health savings account 
(HSA) or health reimbursement account (HRA) 

3 

Background — basic definitions 
Comparison of PPO vs. HSA vs. HRA 

Primary Differences HRA HSA 

Account Description 
Notional / non-cash; 

claims paid from 
general plan assets 

Employee-owned cash;  
deposits in a financial 

institution 

Account is in the employee’s name and remains theirs after withdrawing from plan No Yes 

Employee Contributions Allowed No Yes (and tax favored) 

Employer Contribution Allowed Yes Yes (and tax favored) 

Plan must meet qualified high deductible plan design requirements (e.g., eligibility 
limits, minimum deductibles, maximum out-of-pocket limits, no co-pays,  etc.) No Yes 

Initial 
claims paid 
by account 

or from 
lower 

premiums 
or HSA tax 

savings 

Deductible in Excess 
of Account Balance 
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Key Concepts 
• Properly pricing each plan option to fairly reflect the true difference in the value of benefits from each option is 

a critical component to consumerism 
 

• Employers are increasingly basing their contributions on the lowest cost plan (e.g., CDHP plan), and using 
defined contribution (i.e., requiring employees to pay more or “buy-up” for more expensive coverage) 

Defined contribution strategies 
1. Core / “buy-up or buy-down” approach 

• Employer sets the dollar contribution annually that will be contributed: 
– Based on a dollar budget or % of the cost for a “core” plan option 

2. Fixed employer increase approach 
• This approach allows an employer to manage the longer term increases in their medical costs and 

incentivizes employees to actively engage in their health care decision making 
• Employer increases their contribution by a set amount each year for the “core” plan: 

– Approach requires employees to pay the projected difference in the cost increase  
– Increase is typically determined in advance based on budgets, not year-to-year  medical inflation 

3. Flat dollar subsidy / voucher  
• Allows employees to use HRAs to purchase individual coverage (vs. getting taxable cash back) 
• Approach is rare; employers who attempt to use this DC strategy will likely be subject to the $2,000 

(per employee) employer minimum value penalty regulations under the Affordable Care Act 
 4 

Background — basic definitions 
Consumerism and the role of defined contribution 
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Summary of key findings and observations 

1.   The State of Florida's plans lag some key large employer survey* trends: 
• State of Florida enrollment is in plans with lower premiums and higher benefits than industry benchmarks 
• Virtually no (~1%) enrollment in State HIHP / HSA plans, versus significant growth of CDHPs nationally 
• Employers increasingly use incentives to grow participation in new wellness / condition-specific programs 

– State of Florida has no incentives and few such programs 

2.    Effective employer health plans use common success strategies to help control costs: 
• They encourage good purchasing behavior by offering a broad range of benefit choices that use defined 

contribution and “buy-up / buy-down” consumerism pricing 
• They focus on employee engagement – wellness, incentives, employee education and “account-based” 

Health Savings “HSA” and Health Reimbursement “HRA” plans 

3. Significant financial opportunity exists for the State of Florida:   

• Begin building the foundation to improve health and significantly lower health costs over time 
• Change requires “breaking inertia,” substantial communication and investment, and strategies to respond 

to health care reform’s 2018 excise tax (or “Cadillac tax”) 
• Timing will be impacted by unique State of Florida implementation needs and HR issues 

*Mercer Employer-Sponsored Health Plan Annual Survey – “Large Employer (LE)“ has 500 or more employees 
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Survey findings and observations for large employers (LEs) 
Versus State of Florida plans and premiums 
 
• State of Florida HMO enrollment (56%) and CDHP (HIHP <1%) is higher and lower than LEs, respectively 

 
 
 
 
 
 

• 45% of LE’s use a DC approach; the State of Florida charges the same for both HMO and PPO plans 
 
 
 

 
• State of Florida’s total plan costs and annual trend increases are higher than Mercer survey National data, partly 

given the very limited number of historical State of Florida design and premium changes 
National  State of Florida 

PPO 2013 Medical Plan Cost $10,658 (South $9,894) 
$13,400 average career service premium 

HMO 2013 Medical Plan Cost $11,134 (South $10,753) 

Annual Cost increases since 2007 before plan changes 7.4% - 9.8% Approximately 6% - 8% 

Annual Cost increases since 2007 after plan changes 4.1% - 6.9% Approximately 6% - 8% 

Increase in PPO / HMO Single and Family employee contributions since 2007 Single: 36% - 38%, Family 20% - 26% 0% for career service employees 

Pre-Medicare Retiree’s % share of medical costs 37%, for 49% who share costs* 100% of established non-actuarial value 

Medicare Retiree’s % share of medical costs 38%, for 46% who share costs* 100% of retiree rate 

65% 

74% 

70% 

66% (“PPO”) 

35% 

25% 

21% 

18% (HMO) 

9% 

18% (CDHP) 

2001

2005

2009

2013

1% 

28% 9% 8% 

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

DC Approach

Core/Buy-up Flat-dollar Subsidy Fixed employer increase

6 *Of the 24% Medicare and 17% pre-Medicare eligible total surveyed employers that offer any coverage 
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Survey findings and observations 
Versus State of Florida plans and premiums 

– Plan value is determined by the richness of benefits or “actuarial value.” (AV) is defined as the 
percentage of total average claims dollars paid by an employer’s plan 

– Average LE PPO plan has AV of 87% versus the State of Florida's PPO AV of 86% – roughly the same 
– More than half of the State of Florida's enrollment is in HMOs with a 93% AV 
– State of Florida employee contributions – dollar contributions and cost sharing percentages – are both 

much lower (refer to chart below) than market levels 
 
 
 
 

 
 
 
 
 
 
 

– Supporting data for other elements compared to 2012 benchmark ranges in Appendix (p. 18) 
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Note: 2013 Employee cost sharing % shown in () 
Source: Mercer’s 2012 and  2013 National Survey of Employer-Sponsored 
Health Plans 

$0
$50

$100
$150
$200
$250
$300
$350
$400
$450

PPO-Single HMO-Single HDHP
w/HSA-Single

PPO-Family HMO-Family HDHP
w/HSA-Family

State of Florida 2013 Large Employers - 2013 Government (500+) - 2012

$50/ 
(8%) 

$64/ 
(5%) 

$121/ 
(23%) 

$180/ 
(12%) 

$50/ 
(8%) 

$416/ 
(31%) 

$119/ 
(23%) 

$15/ 
(2%) 

$73/ 
(18%) 

$401/ 
(31%) 

$265/ 
(24%) 

$180/ 
(12%) 

2013 Employee Monthly Contribution Benchmarking ($/%) 

$100/ 
(17%) $74/ 

(17%) $50/ 
(13%) 

$328/ 
(22%) 

$314/ 
(21%) 

$234/ 
(23%) 
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“Best healthcare practice” — illustration 1: based on national survey data 
Consumerism and DC approach to pricing plan options 

Start with solid foundation success elements – offer broad choice of benefit plans 
with fairly priced or defined contribution premiums to encourage consumerism 
• Offer a complete range of plan options with significantly different actuarial values (see 30% spread below); 

For the Low 2 plan (70% AV), employee contributions are $1,511 less ($1,964 minus $453) than the High 2 
(90% AV) for Single Coverage, and $3,664 less ($4,763 minus $1,099) for Family coverage 

• Reflect true benefit value differences by providing an equal core “buy-up / buy-down” employer DC amount 
(i.e., $4,835 in the table), regardless of the plan selected  

• Make the sum of employee contributions and out-of-pocket (OOP) equal for every plan option 
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“Best healthcare practice” — illustration 2: based on State of Florida plans 
Consumerism and DC approach to pricing plan options (continued) 

Consumerism unlikely until a buy-up / buy-down approach is adopted that engages 
employees with accurately priced, broader options, and higher contributions 
• 99% of enrollees are in plans with the same employee contributions and only a 7% difference in richness of 

benefits (“actuarial value”), creating little consumerism, or real choice, between benefits and premiums 

• It would be a challenge to offer new, less rich benefit options alongside current plans and contributions – 
large taxable “cash back” (with HR, communication and administrative issues) may be required 

• “Adverse selection” can also be a big issue – including employees or dependents who today do not 
participate – may choose to “opt back in” to the plan to obtain both benefits and significant “cash back” 
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Engagement via wellness, incentives, consumerism and health activities 
Current plans lag some key employer trends 

10 

• The State has little HIHP / HSA enrollment (~1%) – likely little chance of CDHP growth until actions are 
taken to “break the inertia” (e.g., investment in effective communication campaigns, varying prices by plan, 
active and mandatory open enrollment, visible leadership endorsement, account-based incentives, etc.) 

• Successful, large organizations partner CDHPs with accounts, wellness and incentives: 
– 62% of employers with >5,000 employees used incentives in 2012 – up from 39% in 2010 
– Incentives drive program effectiveness – completion rates for health risk assessments and biometric 

screenings are twice as high when incentives are used 

• Employers are rapidly adopting CDHPs to simultaneously achieve multiple objectives:  
– Avoiding or delaying the 40% health care reform “Cadillac tax,” effective 2018 
– Maximize employee engagement with consumer purchasing choices and health activities  
– Achieving financial savings by avoiding (versus cutting) costs – significant cumulative 5-year savings 

• We illustrate 3 alternative pathways (next slide) to add over time new consumer choices, integrate health 
management and CDHP; and leading to a “best health care practice” state (alternative 3) 

• Pace of change is dependent on the degree of activity with the following actions: 
– Revising the number and type of plans offered, with prices accurately reflecting benefit costs by plan 
– Embracing CDHP options relative to more traditional plan types 
– Introducing incentives and disincentives to encourage CDHP, wellness and healthier behavior 
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Health management — illustrative pathways for the State of Florida 
“Relative” pros / cons of 3 alternatives  

Alternative 1 
(Basic) 

Alternative 2 
 (Moderate) 

Alternative 3  
(“Best Healthcare Practice”) 

Re-priced Low PPO 

Re-priced HMO 

New HDHP 

Low PPO with HRA 

High PPO with HRA 

New HSA 

PPO/HRA 

Low HSA 

High HSA 

11 

 
Dimension 

Alternative 1 
(Basic) 

Alternative 2 
(Moderate) 

Alternative 3 
(“Best Healthcare Practice”) 

Financial Savings primarily available via plan 
design cuts or increased contributions 

Significant trend reduction over time and 
“win-win” savings via avoided costs 

Employee 
impact & health  
 consumption 

Limited or modest health improvement; 
minimal behavior change, and limited 
negative impact on employees 

Greatest opportunity for reduction of 
health risks, with significant change to 
how employees engage in their health 

Organizational 

Minimal administrative impact Significant administrative impact; 
requires cultural shift over time 

No direct or short-term impact on 
employee attraction and retention 

High potential HR impact (+/-); consider 
competitiveness of wages, as benefits 
move toward CDHP / ”best practice” 

Impact to employee relations limited to 
higher cost-shifting and cuts over time 

Potentially large employee relations 
impact (+/-) during the transition, with 
financial “win-win” over time avoids cuts 

Basic communication and benefit 
delivery needs 

Extensive internal / external 
communication; infrastructure 
investments needed (e.g., web tools, 
incentives, portals) 
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Key considerations 
 

• This document highlights the more unique differences and critical success factors for the State of Florida 

• Adopting major fundamental and comprehensive program change likely requires multiple years to decide and 
implement, perhaps transitioning to an ultimate state over multiple years and three or more phases 

• Some foundation / strategy decisions are particularly key given the current state of the program: 
– Short- and long-term financial goals, and potential impact on broader HR / total rewards objectives 
– Desired competitive position and resulting savings from traditional plan design and contribution changes 
– Comfort with trade-offs from moving to CDHP plans – “how far, how fast?” – for your participants 
– Interest in offering a broad choice of plan options with proper pricing and defined contribution 
– Desire and flexibility to pursue incentives and disincentives to support health initiatives 

• Key practical items to consider even after core decisions are made: 
– Impact of general changes on special groups (e.g., early retirees, Medicare-eligible retirees, “payalls”) 
– Activities to support change (data analyses, compliance, procurements, communication, administrative) 
– Timing will be impacted by unique State of Florida implementation needs and HR issues 



Appendix  
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Background 
Project Objectives 

• The Department of Management Services, Division of State Group Insurance, (DSGI) requested that Mercer 
assist in developing a market-based, strategic framework for changes to the State of Florida’s medical and 
prescription drug plans 

Objectives: 

• Mercer agreed to provide a PowerPoint presentation that meets the following objectives: 
– Provides an overview of trends in employer responses to health insurance market changes including an 

identification of critical program elements necessary to build the framework of a successful multi-year 
strategic plan 

– Reviews and analyzes the State’s current program against market survey data and best practices 
– Discusses and illustrates three alternative approaches that could be used as part of a multi-year 

strategy. The alternative approaches will take into consideration the speed and intensity of change to 
the State’s program over three to five years 

– Discusses the potential implications of the “Cadillac tax” regulation scheduled to take effect in 2018 
– Discusses any specific concerns that are unique to the State’s program, or employee groups, such as 

early retirees, Medicare-eligible retirees, “payalls,” etc. 
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Employers see underlying cost trend falling below 8%. They plan to hold their actual 
cost increase to around 5.2% in 2014 

9.0%
7.9% 8.3%

9.1%
9.8%

8.2%
7.4%

8.0%

5.2%
6.1% 6.3%

5.5%

6.9%
6.1%

4.1%
5.0%*

2007 2008 2009 2010 2011 2012 2013 2014

Expected trend before plan changes
Trend measured after plan changes

* Projected 

With lower underlying 
trends, employers 

may be finding a new, 
lower “cost comfort 

zone” 

Background 
Market trends 
 

* 

* 

 
State of Florida annual trend preliminary data indicates that increases after plan changes has ranged from 

6% - 8% (except for FY 2011-2012 when self-funding / Rx changes were made) 15 
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 Consumer-Driven Health Plans (CDHP) 
• Over the past three years (Table below), both the percentage of large employers offering CDHPs, and the 

percentage of covered employees enrolled in CDHPs, has nearly doubled: 
– In 2012, over a third of all large employers offered a CDHP, and 15% of their employees were enrolled. 

The larger the employer, the more likely they are to offer a CDHP 
– Of employers with 20,000 or more employees, 65% offered a CDHP in 2012 
– The State of Florida, like other large employers, offers a CDHP option (i.e., Health Investor Health Plans 

(HIHP)) with a health savings account (both PPO and HMO are offered) 

 

16 

Number of employees 2008 2009 2010 2011 2012 Very likely to offer 
CDHP in 2013 

10 - 499 9% 15% 16% 20% 22% 21% 

500 - 999 14% 16% 18% 26% 35% 36% 

1,000 - 4,999 22% 20% 24% 34% 33% 39% 

5,000 - 9,999 28% 42% 39% 42% 46% 49% 

10,000 - 19,999 40% 39% 41% 46% 53% 59% 

20,000 or more 45% 43% 51% 48% 59% 65% 

Foundation — plan offerings 



MERCER 17 

Employees increasingly enrolled in HRA and HSA account-based plans 
Percent of covered employees enrolled*, among large CDHP sponsors 

37%
35%

24%

15%

Average enrollment Median enrollment

HRA-based plans
HSA-eligible plans

*When CDHP is offered as an option alongside other medical plan choice 
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Foundation — competitive position 
Plan design comparison to benchmark ranges 
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Note: Out-of-pocket maximums include deductible. 
*Average Deductible for National Large Employers for PPO is $666 Single and $1,545 Family, and HSA is $1,808 Single and $3,655 Family. 
Source: Mercer’s 2012 National Survey of Employer-Sponsored Health Plans 

• The table shows the medians for surveyed plan provisions. Note that while the HRAs have similar survey data for the 
cost-sharing provisions shown (similar to qualified high deductible plans like with HSAs), employers often retain the use of 
HRAs with physician and/or pharmacy co-pays (i.e., more likely to report such HRAs as PPOs) 

• Benchmark ranges based on National Jumbo, Large, Government, and State employers 

2012 Mercer Survey Data  

Benchmark Ranges 

PPO HMO HSA HRA 

Employee Contribution $ - Single $100-$117  $74-$132  $35-$66  $73-$82  

Employee Contribution % - Single 14%-25% 15%-23% 4%-19% 3%-23% 

Employee Contribution $ - Family $270-$391  $300-$373  $164-$259  $274-$308  

Employee Contribution % - Family 21%-29% 17%-28% 14%-23% 5%-27% 

Deductible - Single* $300-$500  $0  $1,500  $1,500  

Deductible - Family* $750-$1,000  $0  $3,000  $3,150-$3,300  

Coinsurance 20% 0% 20% 15%-20% 

Out-of-Pocket Maximum - Single $1,500-$2,500  None $3,300-$3,800  $3,000-$3,525  

Out-of-Pocket Maximum - Family $3,250-$5,000  None $5,700-$6,000  $5,025-$6,000  

% active employees enrolled 57%-66% 18%-33% 4%-16% 4%-16% 

Employer Contribution to HSA - Single N/A N/A $500-$750  N/A 

Employer Contribution to HSA - Family N/A N/A $1,000-$1,520  N/A 

Employer Contribution to HRA - Single N/A N/A N/A $500-$782  

Employer Contribution to HRA - Family N/A N/A N/A $1,000-$2,296  

2013 State of Florida 

PPO - 
Standard 

HMO - 
Standard 

PPO - Health 
Investor 

HMO - Health 
Investor 

$50  $50  $15  $15  

8% 8% 2% 2% 

$180  $180  $64  $64  

12% 12% 5% 5% 

$250  $0  $1,250  $1,250  

$500  $0  $2,500  $2,500  

20% 0% 20% 20% 

$2,750  $1,500  $4,250  $4,250  

$5,500  $3,000  $8,500  $8,500  

42.5% 56.2% 0.9% 0.4% 

N/A N/A $500  $500  

N/A N/A $1,000  $1,000  

N/A N/A N/A N/A 

N/A N/A N/A N/A 

Red = notable variations  
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“Best healthcare practice” / trends — national survey illustration 
A consumerism and defined contribution approach to pricing plan options 

Illustration 1: Offer a Mix of Account-Based and Traditional Plans and Use a Defined Contribution (Core / 
Buy-Up / Buy-Down) Approach 

 

Single/Family - 20%

PEPY

Actuarial Value 0.60 0.70 0.75 0.80 0.85 0.90

Total Plan Cost $4,533 $5,288 $5,666 $6,044 $6,422 $6,799

Employer Paid $4,835 $4,835 $4,835 $4,835 $4,835 $4,835

EE Contributions ($302) $453 $831 $1,209 $1,586 $1,964

EE OOP $3,022 $2,266 $1,889 $1,511 $1,133 $755

Total Plan Cost $10,992 $12,824 $13,740 $14,656 $15,572 $16,488

Employer Paid $11,725 $11,725 $11,725 $11,725 $11,725 $11,725

EE Contributions -$733 $1,099 $2,015 $2,931 $3,847 $4,763

EE OOP $7,328 $5,496 $4,580 $3,664 $2,748 $1,832

Single

Family

Plans Vary by Actuarial Values
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“Best healthcare practice” / trends — State of Florida illustration 
A consumerism and defined contribution approach to pricing plan options 

Illustration 2: How the State of Florida’s Plans Might Look if Part of a Consumerism Portfolio Offering (using 
the current 12% employee approximate cost share of aggregate premium levels) 

• The red circled numbers show pricing to buy-up / buy-down from the Standard PPO 

 

PEPY

CDHP w/ 

HRA or HSAs

Standard 

PPO

Standard 

HMO

Actuarial Value 0.60 0.70 0.75 0.80 0.86 0.93

Total Plan Cost $5,200 $6,000 $6,500 $6,900 $7,400 $7,900

Employer Paid $7,063 $7,063 $7,063 $7,063 $7,063 $7,063

EE Contributions ($1,863) ($1,063) ($563) -$163 $337 $837

EE OOP $3,300 $2,500 $2,000 $1,600 $1,100 $600

Total Plan Cost $11,700 $13,500 $14,500 $15,500 $16,600 $17,800

Employer Paid $14,440 $14,440 $14,440 $14,440 $14,440 $14,440

EE Contributions ($2,740) ($940) $60 $1,060 $2,160 $3,360

EE OOP $7,500 $5,700 $4,700 $3,700 $2,600 $1,400

Plans Vary by Actuarial Values
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Family
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Health management — incentives 
Prevalence among large employers 
  

• The use of wellness and incentives is growing and large employers are tying incentives to wellness 
programs that include behavior modification, health assessment completion, and biometric screenings. 
Disincentives and outcome-based incentives are on the rise 

 

• Almost half of all large 
employers (48%) in 
2012 used incentives 

• 62% of employers with 
5,000 or more employees 
used incentives in 2012 

21 
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Health management — incentives 
Impact on participation in wellness programs 
 
• When incentives are used: 

– Health assessment completion participation rates nearly doubled (from 27% to 53%) 
– Biometric screening participation rates more than doubled (from 17% to 50%) 
– Participation rates in lifestyle coaching increased from 17% to 26% 

 

 

 

 

 

 
                          

 

 
*Lifestyle management participation is defined as employees who had an assessment completed 
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Moderate 
Enrollment 

Health management — engagement 
Keys to CDHP enrollment (10%-50%) — key implementation decisions 

• Meaningfully lower EE CDHP / further increased PPO contributions 

• Active enrollment (versus passive) / “Break Inertia” drop current plans 

• Effective communication / education strategy and employer endorsement: 

– Visible leadership endorsement as key initiative 

– Intensive / aggressive communication campaign and investment 

– Communication of future strategy 2014+ (full-replacement) 

– One or more mandatory meetings 

• Plan design considerations and employee incentives: 

– Meaningful funding by company of CDHP ($500 single / $1,000 Family) 

– Transition from copays to coinsurance for office visits 

– Remove Rx copays (coinsurance with cap or make Rx subject to medical deductible) 

– Offer 1st year only additional incentive for CDHP enrollment (e.g., $500) 

– Up-front, income-based, matching, voluntary benefit offered CDHP deposits 

• Offer automatic enrollment CDHP or only CDHP plans to new hires 

• Projected enrollment                                                                                                 0%-20%            20%-30%      30%-50% 

Higher* 
Enrollment 

Initial Projected 
Enrollment 

* 

* 
* 

* 
* 

* 

* 

*A combination of all the checked items likely needed to get 30-50% 1st year CDHP enrollment 

23 
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• A 40% “Cadillac tax” will be levied on the aggregate cost of employer-sponsored coverage in 2018 

• The tax will apply on behalf of employees, former employees and surviving spouses who receive employer-
sponsored coverage with a value equal or greater than $10,200 for “self-only,” and $27,500 for “coverage 
other than self-only” 

• Higher thresholds ($11,850 / $30,950) will apply to retirees and workers in high-risk professions and for 
single multi-employer plan coverage ($27,500) 

• Cost indexing will apply after 2018, and will be based on the consumer price index (CPI) +1% for 2018 and 
2019. After 2020, cost indexing will be based on CPI with no additional margin 

• As 2018 approaches, employers like the State of Florida will need to consider whether to adjust their plan 
designs and plan offerings to avoid the “Cadillac tax” 

• Of all PPACA provisions employers are currently facing, 48% of employers surveyed in Mercer’s 2012 
National Survey of Employer-Sponsored Health Plans said that their biggest worry is the “Cadillac tax” 
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Innovation — health care reform 
“Cadillac tax” 
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Innovation — population specific 
 
• What considerations are there for particular groups at the State of Florida? 

– Early Retiree Approach – Lower cost options would be available to early retirees, likely benefiting those 
who want lower contributions by selecting from additional new options. While early retirees do not pay 
the full actuarial value, they can continue to pay the “established” active premiums as they do today. 
Public exchange options exist as well 

– Payall Approach – “Payall” employees currently pay very low contributions so implementing a DC 
approach that is calibrated to current contribution levels would likely result in large taxable “cash back” 
(with HR, communication and administrative issues) for this group. Potential higher contribution 
strategies or limiting plan options may need to be discussed if the goal is to introduce consumerism or 
avoid risk selection for this group 

– Medicare-eligible retirees Approach – Medicare-eligible retirees may have alternative options available 
such as Medicare Advantage and Supplement plans. The State could procure its own Medicare 
Advantage plan or use private exchanges to offer all market options. Since Medicare-eligible retirees 
pay the full premium, they are unaffected by a defined contribution approach 
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Innovation — other trends 

• Within the spectrum of innovations are those that can improve the quality of care employees receive and 
make care delivery more efficient 

• While many of these and other new solutions are still emerging and may have limited cost savings potential 
unless used in conjunction with consumerism, early results are promising: 
– For example, more than half of the employers that have implemented reference-based pricing, value-

based design, and high-performance networks have already been able to document a positive impact 
on cost 
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23%

22%

22%

20%

12%

10%

11%

6%

27%

19%
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16%

22%

17%

16%

19%

Currently use
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Value-based design

Surgical centers of excellence

Data warehousing

Collective purchasing of medical or Rx benefits

High-performance networks

Telemedicine

Reference-based pricing

Medical homes

Top 5 cost savers
Employers using strategy that 
achieved lower cost as a result:

Collective purchasing  70%
Reference-based pricing  57%
Value-based design 56%
High-performance networks  51%
Surgical center of excellence  43%
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Innovation — observations and considerations 

• While innovation is rapidly expanding throughout the market, it is increasingly difficult to identify sustainable 
strategies with likely strong “ROI” for the organization, particularly relative to the risk of unknown health care 
reform, regulatory, provider, insurer, technology and consumer factors 

• The suitability of these innovations for a particular large employer is largely dependent on the employer’s 
ability to identify and commit to longer term objectives, priorities and resources 

• How many resources (staff, IT, budgets, communications, various group’s and constituent support) will be 
available for health management, innovative and provider initiatives? 

• Responding to known and unknown Health Care Reform considerations is a significant compliance, 
financial and strategic consideration (e.g., the Cadillac tax needs to be closely monitored) 
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All estimates are based upon the information available at a point in time, and are subject to unforeseen 
and random events. Therefore, any projection must be interpreted as having a likely range of variability 
from the estimate. Any estimate or projection may not be used or relied upon by any other party or for 

any other purpose than for which it was issued by Mercer. Mercer is not responsible for the 
consequences of any unauthorized use 
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HOUSE OF REPRESENTATIVES STAFF ANALYSIS  
 

BILL #: PCB HHS 17-01     State Group Insurance Program 
SPONSOR(S): Health & Human Services Committee 
TIED BILLS:   IDEN./SIM. BILLS:  
 

REFERENCE ACTION ANALYST STAFF DIRECTOR or 
BUDGET/POLICY CHIEF 

Orig. Comm.: Health & Human Services Committee  Poche Calamas 

SUMMARY ANALYSIS 
The State Group Insurance Program (program), administered by the Department of Management Services (DMS), is an 
optional benefit for employees that includes health, life, dental, vision, disability, and other supplemental insurance 
benefits.  The program offers employees a choice among a health maintenance organization (HMO) plan, prefer provider 
plan (PPO) plan, and a high-deductible health plan (HDHP) with a health saving account (HSA).  However, only one 
benefit level is offered for each plan type.  Additionally, the employee’s premium for the HMO and PPO are the same, 
even though the HMO provides greater benefits.   
 
PCB HHS 17-01 adds new products and services to the program by giving DMS broad authority to contract for a wide 
variety of additional products and services.  Employees will be able to purchase new products as optional benefits.  DMS 
is directed to contract with at least one entity that provides comprehensive pricing and inclusive services for surgery and 
other types of medical procedures.  The contract requires cost savings to the program, which will be shared by the state 
and the enrollee.   
 
Beginning in 2018, DMS is directed to contract with at least one entity that provides online health care price and quality 
information, including the average price paid for health care services and providers by county. The contract requires the 
entity to allow enrollees to shop for health care using the information provided to select higher quality, lower cost services 
and providers.  The contract also requires the entity to identify any savings realized by the enrollee, and share those 
savings with the enrollee 
 
Beginning in the 2020 plan year, the bill provides that state employees will have health plan choices at four different 
benefit levels.  If the state’s contribution for premium is more than the cost of the plan selected by the employee, then the 
employee may use the remainder to: 

 Fund a flexible spending arrangement or a health savings account. 
 Purchase additional benefits offered through the state group insurance program. 
 Increase the employee’s salary. 

 
The bill directs DMS to hire an independent benefits consultant (IBC).  The IBC will assist DMS in developing a plan for 
the implementation of the new benefit levels in the program.  The plan shall be submitted to the Governor, the President 
of the Senate and the Speaker of the House of Representatives no later than January 1, 2019.  The IBC will also provide 
ongoing assessments and analysis for the program. 
 
The bill directs DMS to recommend employee contribution rates for standard plans and high deductible health plans for 
the 2018 plan year reflecting the actual benefit difference between the HMO and the PPO plans for both self-insured and 
fully insured products.  The proposed enrollee premium rates for the 2018 plan year must be submitted to the Legislative 
Budget Commission (LBC) for review and approval.  If the LBC does not approve the proposed rates, the rates provided 
in the 2017-18 General Appropriations Act will apply. 
 
The bill provides $151,216 in recurring trust fund and $507,546 in nonrecurring trust fund authority to the Department of 
Management Services, and 2 full-time equivalent positions to implement the administrative provision of the act.  The 
provisions of the bill are expected to have a positive, but indeterminate, fiscal impact on the state.  See fiscal comments. 
 
The bill provides an effective date of July 1, 2017.  
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FULL ANALYSIS 

I.  SUBSTANTIVE ANALYSIS 
 
A. EFFECT OF PROPOSED CHANGES: 

 
State Group Insurance Program 
 
Overview 

 
The State Group Insurance Program (state program) is created by s. 110.123, F.S., and is 
administered by the Division of State Group Insurance (DSGI) within the Department of Management 
Services (DMS or department).   
 
The state program is an optional benefit for all state employees including all state agencies, state 
universities, the court system, and the Legislature.  The program includes health, life, dental, vision, 
disability, and other supplemental insurance benefits.   
 
The health insurance benefit for active employees has premium rates for single, spouse program1, or 
family coverage regardless of plan selection.  The state contributed approximately 92% toward the total 
annual premium for active employees for a total of $1.80 billion out of total premium of $1.95 billion for 
active employees during FY 2016-172.  Retirees and COBRA participants contributed an additional 
$233.3 million in premiums, with $158.9 million more in other revenue for a total of $2.34 billion in total 
revenues.3   
 
Cafeteria Plans 
  
A cafeteria plan is a plan that offers flexible benefits under Section 125 of the Internal Revenue Code. 
Employees choose from a "menu" of benefits. The plan can provide a number of selections, including 
medical, accident, disability, vision, dental and group term life insurance. It can reimburse actual 
medical expenses or pay children’s day care expenses.   
 
A cafeteria plan reduces both the employer’s and employee’s tax burden.  Contributions by the 
employer are not subject to the employer social security contribution. Contributions made by the 
employee are not subject to federal income or social security taxes.   
 
The employer chooses the range of benefits it wishes to offer in a cafeteria plan.  The plan can be a 
simple premium-only plan where only health insurance is offered.  Full flex plans, which offer a wide 
variety of benefits and choices, are more often offered by large employers and allow for more 
consumer-directed consumption of benefits.  In some full flex plans, the employee is offered the choice 
between receiving additional compensation in lieu of benefits.  
 
The state program qualifies as a cafeteria plan4 even though it offers relatively narrow health plan 
options compared to other cafeteria plans.   

  

                                                 
1 The Spouse Program provides discounted rates for family coverage when both spouses work for the state. 
2 Florida Legislature, Office of Economic and Demographic Research, Self-Insurance Estimating Conference, State Employees' Group 
Health Self-Insurance Trust Fund- Report on the Financial Outlook for Fiscal Years Ending June 30, 2017 through June 30, 2022, 
adopted December 9, 2016, page 6, available at http://edr.state.fl.us/Content/conferences/healthinsurance/HealthInsuranceOutlook.pdf  
3 Id. 
4 26 USC sec. 125 requires that a cafeteria plan allow its members to choose between two or more benefits “consisting of cash and 
qualified benefits.”   The proposed regulations define “cash” to include a “salary reduction arrangement” whereby salary is deducted 
pre-tax to pay the employee’s share of the insurance premium.  Since the state program allows a “salary reduction arrangement”, the 
program qualifies as a cafeteria plan.  26 C.F.R. ss. 1.125-1, et seq. 

http://edr.state.fl.us/Content/conferences/healthinsurance/HealthInsuranceOutlook.pdf
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Health Plan Options 
 
The program provides limited options for employees to choose as their health plan.  The preferred 
provider organization (PPO) plan is the statewide, self-insured health plan administered by Florida 
Blue, whose current contract is for the 2015 through 2018 plan years. The administrator is responsible 
for processing health claims, providing access to a Preferred Provider Care Network, and managing 
customer service, utilization review, and case management functions.  The standard health 
maintenance organization (HMO) plan is an insurance arrangement in which the state has contracted 
with multiple statewide and regional HMOs5.  
 
Prior to the 2011 plan year, the participating HMOs were fully insured; in other words, the HMOs 
assumed all financial risk for the covered benefits. During the 2010 session, the Legislature enacted s. 
110.12302, F.S., which directed DMS to require costing options for both fully insured and self-insured 
plan designs as part of the department's solicitation for HMO contracts for the 2012 plan year and 
beyond.  The department included these costing options in its Invitation to Negotiate6 to HMOs for 
contracts for plans years beginning January 1, 2012.  The department entered into contracts for the 
2012 and 2013 plan years with two HMOs with a fully insured plan design and four with a self-insured 
plan design.  The contracts with the HMOs had been renewed for the 2015 plan year.7   
 
Additionally, the program offers two high-deductible health plans (HDHP8) with health savings accounts 
(HSAs)9. The Health Investor PPO Plan is the statewide HDHP with an integrated HSA.  It is also 
administered by Florida Blue.  The Health Investor HMO Plan is an HDHP with an integrated HSA in 
which the state has contracted with multiple state and regional HMOs.  Both have an individual 
deductible of $1,300 for individual and $2,600 for family for network providers.10  The state makes a 
$500 per year contribution to the HSA for single coverage and a $1,000 per year contribution for family 
coverage. The employee may make additional annual contributions11 to a limit of $3,400 for single 
coverage and $6,750 for family coverage.  Both the employer and employee contributions are not 
subject to federal income tax on the employee’s income.   Unused funds roll over automatically every 
year.  An HSA is owned by the employee and is portable.  
 
The following charts illustrate the benefit design of each of the plan choices. 

  

                                                 
5 The HMOs include Aetna, AvMed, Capital Health Plan, Florida Health Care Plans and UnitedHealthcare. 
6 ITN NO.: DMS 10/11-011 
7 After extending the existing HMO contracts for the 2016 and 2017 plan years, DMS is currently procuring HMOs for the next contract 
period and expects to complete the procurement process and award contracts to the HMOs during or after the 2017 Regular Legislative 
Session. 
8 High-deductible health plans with linked HSAs are also call consumer-directed health plans (CDHP) because costs of health care are 
more visible to the enrollee. 
9 26 USC sec. 223; To qualify as a high-deductible plan, the annual deductible must be at least $1,300 for single plans and $2,600 for 
family coverage, but annual out-of-pocket expenses cannot exceed $6,550 for individual and $13,100 for family coverage.  These 
amounts are adjusted annually by the IRS.  
10 Internal Revenue Service, Revenue Procedure 2016-28, April 29, 2016  (setting contribution limits for 2017 calendar year) available 
at https://www.irs.gov/pub/irs-drop/rp-16-28.pdf (last viewed February 10, 2017). 
11 Id., The IRS annually sets the contribution limit as adjusted by inflation. 

https://www.irs.gov/pub/irs-drop/rp-16-28.pdf
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HMO 
Standard 

PPO  
Standard 

 Network Only Network Out-of-Network 

Deductible None $250 | $500 
Single | Family 

$750 | $1,500 
Single | Family 

Primary Care $20 copayment $15 copayment 
40% of out-of-network 

allowance plus the amount 
between the charge and the 

allowance 

Specialist $40 copayment $25 copayment 

Urgent Care $25 copayment $25 copayment 
Emergency 
Room 

$100 copayment $100 copayment 

Hospital Stay $250 copayment 20% after  
$250 copayment 

40% after $500 copayment 
plus the amount between 

the charge and the 
allowance 

Generic | 
Preferred | 
Non-Preferred 
Prescriptions 

$7 | $30 | $50  
Retail 

$7 | $30 | $50  
Retail 

Pay in full, file claim 
$14 | $60 | $100 

Mail Order 
$14 | $60 | $100 

Mail Order 

Out-of-Pocket 
Maximum 

$1,500 | $3,000 
Single | Family 

$2,500 | $5,000 (coinsurance only) 
Single | Family 

 
 

PPO and HMO 
Health Investor 

 
Network Out-of-Network  

(PPO Only) 

Deductible 
$1,300 | $2,600 
Single | Family 

$2,500 | $5,000 
Single | Family 

Primary Care 

After meeting deductible, 20% of 
network allowed amount 

After meeting deductible, 40% of 
out-of-network allowance plus the 

amount between the charge and 
the allowance Specialist 

Urgent Care 
After meeting deductible, 20% of 

out-of-network allowance Emergency 
Room 

Hospital Stay  

After meeting deductible, 40% 
after $1,000 copayment plus the 
amount between the charge and 

the allowance 

Generic | 
Preferred | 
Non-Preferred 
Prescriptions 

After meeting deductible , 
30% | 30% | 50% 

Retail and Mail Order 
Pay in full, file claim 

Out-of-Pocket 
Maximum 

$3,000 | $6,000 (coinsurance only) 
  Single | Family 

$7,500 | $15,000 (coinsurance only) 
  Single | Family 
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Flexible Spending Accounts 
 
Currently, the state program offers flexible spending accounts (FSAs)12 as an optional benefit for 
employees.   The FSA is funded though pre-tax payroll deductions from the employee’s salary13.  The 
funds can be used to pay for medical expenses that are not covered by the employees’ health plan.  
Prior to 2013, there was no limit on the contribution to a FSA; however, it is now limited to $2,60014 and 
subsequently adjusted for inflation.  Unlike a HSA, a FSA is a “use it or lose it” arrangement.15  If the 
employee does not annually use the contributions to the FSA, the contributions are forfeited.   
 
Health Reimbursement Arrangements  

 
Health reimbursement arrangements (HRAs) are defined contribution benefits established by an 
employer for their employees. Each year, an employer determines a specified amount, or a defined 
contribution benefit, of pre-tax dollars to assist employees with medical expenses.  The employer can 
determine minimum and maximum contribution amounts; there are no federal limits.  Typically 
associated with an HDHP, an HRA is entirely funded by the employer and provides tax-free 
reimbursements to employees for medical expenses.16  Unlike a FSA, an HRA is not a "use it or lose it" 
arrangement, but the employer may cap the rollover amount.  The state program does not currently 
offer HRAs.  
 
The following chart shows the distinctions among FSAs, HSAs, and HRAs: 
 

 FSA HSA HRA 

Who funds the account? 
Employee and employer 
(optional) 

Employee, employer, and 
other individuals 

Employer 

How is it funded? 

Employee payroll 
deduction; employer direct 
contribution - money is 
held by employer in "fund" 

Cash contributions to bank 
account owned by 
employee 

Employer pays up to 
promised amount 

Account Owner Employer Employee Employer 

Contribution Limits 

$2,600 annually Single - $3,400 
Family - $6,750 
Over 55 - additional $1,000 
for single coverage 

Set by employer 

Rollover of Funds? 
Up to $500 (federal law) Yes Yes, as determined by 

employer 

Medical Expenses 
Allowed 

IRC 213(d) expenses;17 
 

IRC 213(d) expenses Post-tax health insurance 
premiums and IRC 213(d) 
expenses 

High Deductible Health 
Plan Required? 

No Yes 
Minimum deductible: 

Single - $1,300 
Family - $2,600 

Max out-of-pocket: 
Single - $6,550 
Family - $13,100  

No 

                                                 
12 Sec. 125 I.R.C.; see IRS Publication 969 (2014) available at https://www.irs.gov/pub/irs-pdf/p969.pdf  (last viewed February 10, 
2017). 
13 Employers are also allowed to contribute to FSAs. 
14 Internal Revenue Service, Revenue Procedure 2016-55, October 25, 2016 (setting contribution limit for 2017 calendar year) available 
at https://www.irs.gov/pub/irs-drop/rp-16-55.pdf (last viewed February 10, 2017). 
15 Beginning in 2013, an employee may carryover up to $500 into the next calendar year. 
16 An HRA can only be used for qualified medical expenses defined under s. 213(d), I.R.C., including health insurance and long-term 
care insurance. 
17 S. 213(d), I.R.C., permits the deduction of expenses paid for medical care of the taxpayer, his or her spouse, or a dependent.  
Medical care includes amounts paid for the diagnosis, cure, mitigation, treatment, or prevention of disease; transportation necessary for 
medical care; qualified long-term care services; and health insurance or long-term care insurance. 

https://www.irs.gov/pub/irs-drop/rp-16-55.pdf
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Employer and Employee Contributions 
 
The state program is considered employer-sponsored since the state contracts with providers and 
contributes a substantial amount on behalf of the employee toward the cost of the insurance premium.  
The state’s employer contribution is part of a state employee’s overall compensation.  The state 
program is a defined-benefit program.  In a defined-contribution program, the employer pays a set 
amount toward the monthly premium and the employee pays the remainder.  The following chart shows 
the monthly contributions18 of the state and the employee to employee health insurance premium. 

 

Subscriber 
Category 

Coverage 
Type 

PPO and HMO Standard PPO and HMO Health Investor 

Employer Enrollee Total Employer
*
 Enrollee Total 

Career 
Service/ 

OPS 

Single $642.84  $50.00  $692.84  $642.84  $15.00  $657.84  

Family $1,379.60  $180.00  $1,559.60  $1,379.60  $64.30  $1,443.90  

Spouse $1,529.60  $30.00  $1,559.60 $1,413.92  $30.00  $1,443.92  

“Payalls” 
(SES/SMS) 

Single $684.50  $8.34  $692.84  $549.50 $8.34  $657.84  

Family $1,529.60  $30.00  $1,559.60  $1,413.90  $30.00  $1,443.90  

* Includes employer tax-free Health Savings Account (HSA) contribution - $41.66 and $83.33 per month ($500 and $1,000 annually) for single and 
family coverage, respectively 

  
The state program is projected to spend $2.34 billion in FY 2016-2017 in health benefit costs.19  The 
state has absorbed almost all of the cost of the increase and employee contributions have remained 
the same for the last nine years as illustrated by the following charts.20  
 

                                                 
18 Department of Management Services, State Employees' Group Health Self-Insurance Trust Fund, Premium Rate Table Effective 
January 2017 for February 2017 Coverage, available at http://mybenefits.myflorida.com/content/download/130052/808071/DSGI_-
_Premium_Table_Effective_January_2017_for_February_2017_Coverage.pdf (last viewed February 8, 2017). 
19 Supra, FN 2, page 4. 
20 Department of Management Services, Overview of the State Group Health Insurance Program, presentation to the Health and 
Human Services Committee on February 14, 2017, slide 15 (on file with Health and Human Services Committee staff).  

http://mybenefits.myflorida.com/content/download/130052/808071/DSGI_-_Premium_Table_Effective_January_2017_for_February_2017_Coverage.pdf
http://mybenefits.myflorida.com/content/download/130052/808071/DSGI_-_Premium_Table_Effective_January_2017_for_February_2017_Coverage.pdf
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 $600  

 $600  

 $600  

 $3,869  

 $4,154  

 $4,534  

 $4,791  

 $5,384  

 $5,683  

 $5,998  

 $5,998  

 $6,453  

 $7,098  

 $7,098  

 $7,098  

 $7,714  

04-05

05-06

06-07

07-08

08-09

09-10

10-11

11-12

12-13

13-14

14-15

15-16

16-17

Single Coverage Annual Premium 
Employee State

 $2,102  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $2,160  

 $8,002  

 $8,591  

 $9,451  

 $10,032  

 $11,373  

 $12,050  

 $12,760  

 $12,760  

 $13,790  

 $15,169  

 $15,169  

 $15,169  

 $16,555  

04-05

05-06

06-07

07-08

08-09

09-10

10-11

11-12

12-13

13-14

14-15

15-16
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Family Coverage Annual Premium 
Employee State
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Plan Enrollment 
 
The state program has 366,080 covered lives and 173,761 policyholders.21   Currently, 51.4% of 
enrollees chose the standard HMO and 48.6% chose the standard PPO.22  Only 1.6% of enrollees 
chose either HDHP. 23   During the open enrollment period for 2015, PPO enrollment increased slightly, 
by 0.05%, and HMO enrollment decreased by 0.46%.24  Open Enrollment trends forecasted from FY 
2016-17 through 2020-21 show an average annual decrease in PPO plan enrollment of 0.5% and an 
average increase in HMO plan enrollment of 2.5%.25 
 

Employer Sponsored Insurance Trends 
 
In 2010, DSGI contracted with Mercer Consulting to prepare a Benchmarking Report26  (report) for the 
state.  The report compares Florida’s program to the programs of other large employers27, both in the 
public and in the private sectors.  The report found that the State of Florida contributes a higher 
percentage of the premium to employee health benefits than other states and private employers.  At the 
time, Florida paid 84% of the monthly premium for a family PPO plan, but the average for large national 
employers was 69%.   This results in Florida state employees paying less in monthly premiums than 
other states’ employees and private employees.  For example, the monthly premium for a family PPO 
plan for a Florida state employee is $180 and in 2011, the average premium for large national 
employers was $361. 
 
Today, the monthly premium for a family PPO plan for a Florida state employee is still $180; however, 
the state now pays 88% of the premium28 and the benchmark premium for large national employers 
ranges from $270 to $391 with the company paying 71% to 79% of the premium.29 
 
The national trend among large employer health plans is increasing enrollment in high-deductible 
health plans (HDHP) and declining enrollment in HMOs as illustrated in the following chart30: 

 
 
Mercer’s latest survey of employer health plans reveals that near 3 in 10 employees were enrolled in an 
HDHP in 2016.31 

                                                 
21 Id. at slide 7. 
22 Supra, FN 2 at page 1.  
23 Id. at page 2. 
24 Florida Legislature, Office of Economic and Demographic Research, Self-Insurance Estimating Conference, State Employees’ Group 
Health Self-Insurance Trust Fund, Report on the Financial Outlook, March 9, 2015, page 1, available at 
http://edr.state.fl.us/Content/conferences/healthinsurance/archives/150309healthins.pdf  (last viewed February 10, 2017). 
25 Supra, FN 22. 
26 Mercer Consulting, State of Florida Benchmarking Report, March 24, 2011, available at:  
http://www.dms.myflorida.com/content/download/81475/468865/version/1/file/2010+Small+Employer+Benchmarking+Report+for+State
+of+Florida.pdf.   
27 For the purpose of the report, “large employers” had 500 or more employees. 
28 The state contributes 92% of the premium for the individual PPO plan. 
29 Market-Based Framework for Health Plan Program Changes, Mercer Health & Benefits, presentation to the Health and Human 
Services Committee on January 16, 2014, at slide 18. 
30 Id. at slide 6. 
31 Mercer, Mercer survey: Health benefit cost growth slows to 2.4% in 2016 as enrollment in high-deductible plans climbs, October 26, 
2016, available at https://www.mercer.com/newsroom/national-survey-of-employer-sponsored-health-plans-2016.html (last viewed 
February 8, 2017). 

http://edr.state.fl.us/Content/conferences/healthinsurance/archives/150309healthins.pdf
http://www.dms.myflorida.com/content/download/81475/468865/version/1/file/2010+Small+Employer+Benchmarking+Report+for+State+of+Florida.pdf
http://www.dms.myflorida.com/content/download/81475/468865/version/1/file/2010+Small+Employer+Benchmarking+Report+for+State+of+Florida.pdf
https://www.mercer.com/newsroom/national-survey-of-employer-sponsored-health-plans-2016.html
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The state program’s trend is the reverse of the national trend in HMO, PPO, and HDHP because of the 
HMO’s high actuarial value and no difference in premiums between the HMO and PPO.  The actuarial 
value (AV) measures the percentage of expected medical costs that a health plan will cover and is 
generally considered a measure of the health plan’s generosity.  The state program’s standard HMO as 
an AV of 93%, the standard PPO has an AV of 86%, and the HDHP has an AV of 80%.32  Accordingly, 
enrollees in the state program gravitate toward the high value, low cost HMO because they experience 
no price difference between the plans.   
 

Employee Choice 
 
The FY 2011-2012 General Appropriations Act directed DMS to develop a report of plan alternatives 
and options for the state program.  DMS contracted with Buck Consultants which released its report33 
on September 29, 2011.  The report concludes:  
 

The state’s current approach to its health plan is best described as paternalistic, whereby 
the state serves as the architect/custodian of the plan, providing generous benefits and 
allowing employees to be passive and perhaps even entitled, with little concern about costs. 
Historically prevalent among large and governmental employers, this approach is rapidly 
being replaced by initiatives that focus on increasing and improving consumerism behaviors. 
In the consumerism approach the employer and employees maintain shared accountability, 
with the employer providing a supportive environment, partnering with employees and 
enabling them to make informed decisions, considering costs and outcomes of the health 
care services they seek and receive. 

 
In a presentation before the Health and Human Services Committee on January 16, 2014, Mercer 
Health & Benefits (Mercer) reported that the state program is behind other large employers in key 
survey trends.34  The state program has plans with lower employee premiums and higher benefits than 
industry benchmarks.35  There is virtually no enrollment in HDHPs versus significant growth nationally.36  
Florida’s plan costs and annual trend increase are higher than national survey data.37  State employees 
have little real choice among health plan options since there is only a 4 percent difference in the 
“richness of the benefits” between the HMO and PPO, and the price is the same.38  Consequently, 99 
percent of enrollees chose the HMO or PPO with little to no incentive to choose the HDHP.39 
 
Effect of the Bill 
 
Premium Adjustments 
 
Current law provides that “the state contribution toward the cost of any plan in the state group 
insurance program shall be uniform with respect to all state employees  . . .participating in the same 
coverage tier40 in the same plan.”41  Since there is a 4 percent difference in the actuarial value between 
the HMO and the PPO, the state currently pays more from the State Employees' Group Health Self-
Insurance Trust Fund (Trust Fund) for the HMO benefits.  However, each year the Legislature sets 

                                                 
32 Supra, FN 29 at slide 20. 
33 Buck Consultants, Strategic Health Plan Options for the State of Florida (September 29, 2011), available at: 
http://www.dms.myflorida.com/content/download/81468/468856/version/1/file/Strategic+Health+Plan+Options+for+the+State+of+Florid
a+9-30-11+-+Final.pdf  (last viewed on February 8, 2017).  
34 Supra, FN 29 at slide 5. 
35 Id.  
36 Id.  
37 Supra, FN 29 at slide 6. 
38 Foster and Foster, Actuarial Value Contribution Analysis, March 20, 2015 at page 3. 
39 Supra, FN 29 at slide 9. 
40 The coverage tier is either individual or family. 
41 S. 110.123(3)(f), F.S. 

http://www.dms.myflorida.com/content/download/81468/468856/version/1/file/Strategic+Health+Plan+Options+for+the+State+of+Florida+9-30-11+-+Final.pdf
http://www.dms.myflorida.com/content/download/81468/468856/version/1/file/Strategic+Health+Plan+Options+for+the+State+of+Florida+9-30-11+-+Final.pdf
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uniform premium amounts in the General Appropriations Act for state paid premiums.  The premiums 
are deposited into the Trust Fund and used to pay the expenses of the state program.    
 
Because DMS is currently procuring HMO contracts for the SGI program, the value of the benefits 
offered by the HMOs that will receive a contract is unknown.  Employee contribution rates that reflect 
the different values of the HMO and the PPO cannot be determined until the conclusion of the 
procurement.  The bill directs DMS to determine and recommend employee contribution rates for 
standard plans and high deductible health plans for the 2018 plan year reflecting the actuarial benefit 
difference between the HMO and the PPO plans for both self-insured and fully insured products.  The 
proposed enrollee premium rates for the 2018 plan year must be submitted to the LBC for review and 
approval.  If the LBC does not approve the proposed rates, the rates provided in the 2017-18 General 
Appropriations Act will apply.     
 
Additional Benefits 
 
Many state employees enroll in products offered by the state program other than health insurance: 
 

 
 
The bill allows DMS to contract for additional products to be included in the state program.  These 
include: 
 

 Prepaid limited health service organizations as authorized under part I of chapter 636.  
 Discount medical plan organizations as authorized under part II of chapter 636. 
 Prepaid health clinic service providers licensed under part II of chapter 641. 
 Health care providers, including hospitals and other licensed health facilities, health care clinics, 

licensed health professionals, and other licensed health care providers, who sell service 
contracts and arrangements for a specified amount and type of health services. 

 Provider organizations, including service networks, group practices, professional associations, 
and other incorporated organizations of providers, who sell service contracts and arrangements 
for a specified amount and type of health services. 

 Entities that provide specific health services in accordance with applicable state law and sell 
service contracts and arrangements for a specified amount and type of health services. 

 Entities that provide health services or treatments through a bidding process. 
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 Entities that provide health services or treatments through bundling or aggregating the health 
services or treatments. 

 Entities that provide other innovative and cost-effective health service delivery methods. 
 
The bill also directs DMS to contract with at least one entity that provides comprehensive pricing and 
inclusive services for surgery and other medical procedures.  These bundled services will be another 
option for state employees. The entity will be required to have procedures and evidence-based 
standards to assure only high quality health care providers are included.  Assistance must be provided 
to the enrollee in accessing care and in the coordination of the care.  The bundled services must 
provide cost savings to the state program and the enrollee, which will be shared by the state and the 
enrollee.  The cost savings payable to an enrollee can be paid: 
 

 To the enrollee's FSA; 
 To the enrollee's HSA; 
 To the enrollee's HRA; or 
 To the enrollee as additional health plan reimbursements not exceeding the amount of the 

enrollee's out-of-pocket medical expenses.   
 
The selected entity must provide an educational campaign for employees to learn about the offered 
services. 
 
By January 15 of each year, DMS must report to the Governor, the President of the Senate, and the 
Speaker of the House of Representatives on the participation level and cost-savings to both the 
enrollee and the state resulting from contract. 
 
Price Transparency and Cost Savings Sharing  
 
The costs of health care procedures are often unknown and unknowable to consumers and can vary 
dramatically among providers.42  For example, the average Medicare expenditure for surgery, 
hospitalization, and recovery ranges from $16,500 to $33,000 across geographic areas for lower 
extremity joint replacement, which includes hips and knees.43 
 
The California Public Employees’ Retirement System (CalPERS), the second largest benefits program 
in the country started a “reference pricing” initiative in 2011.  CalPERS set a threshold of $30,000 for 
hospital payments for both for inpatient hip and knee replacements and designated certain hospitals 
where enrollees could get care at or below that price. If enrollees had surgery at designated hospitals, 
they paid only their plans’ typical deductible and coinsurance up to the out-of-pocket maximum. 
Patients could go to other in-network hospitals for care but were responsible for both the typical cost 
sharing and all allowed amounts exceeding the $30,000 threshold, which were not subject to an out-of-
pocket maximum.  The initiative reportedly resulted in $2.8 million savings for CalPERS and $300,000 
in savings for enrollees in 2011 without sacrificing quality.44 
 
The bill directs DMS to contract with at least one entity that provides online health care price and 
quality information, including the average price paid for health care services and providers by county.  
The contract requires the entity to allow enrollees to shop for health care using the information provided 
to select higher quality, lower cost services and providers.  The contract also requires the entity to 

                                                 
42 How to Bring the Price of Health Care Into the Open, The Wall Street Journal, Melinda Beck, February 23, 2014, available at:  
http://online.wsj.com/news/articles/SB10001424052702303650204579375242842086688?mod=trending_now_5 (last viewed on 
February 8, 2017). Does Knowing Medical Prices Save Money? CalPERS Experiment Says Yes, Kaiser Health News, Ankita Rao, 
December 6, 2013, available at:  http://capsules.kaiserhealthnews.org/index.php/2013/12/does-knowing-medical-prices-save-money-
calpers-experiment-says-yes/ (last viewed on February 8, 2017). 
43 U.S. Department of Health and Human Services, Centers for Medicaid and Medicare Services, Comprehensive Care for Joint 
Replacement Model, available at https://innovation.cms.gov/initiatives/cjr (last viewed February 10, 2017). 
44 The Potential of Reference Pricing to Generate Health Care Savings: Lessons from a California Pioneer, Center for Studying Health 
System Change, Amanda E. Lechner, Rebecca Gourevitch, Paul B. Ginsburg, Research Brief No. 30, December 2013, available at: 
http://www.hschange.org/CONTENT/1397/  (last viewed on February 8, 2017).   

http://online.wsj.com/news/articles/SB10001424052702303650204579375242842086688?mod=trending_now_5
http://capsules.kaiserhealthnews.org/index.php/2013/12/does-knowing-medical-prices-save-money-calpers-experiment-says-yes/
http://capsules.kaiserhealthnews.org/index.php/2013/12/does-knowing-medical-prices-save-money-calpers-experiment-says-yes/
https://innovation.cms.gov/initiatives/cjr
http://www.hschange.org/CONTENT/1397/
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identify any savings realized between what the enrollee pays for a service or provider and the average 
price paid for the same service or provider.  The bill provides for the enrollee and state to share any 
savings generated by the enrollee’s choice of providers.  The amount payable to the employee can be 
paid: 
 

 To the employee's FSA; 
 To the employee's HSA; 
 To the employee's HRA; or 
 To the employee as additional health plan reimbursements not exceeding the amount of the 

enrollee's out-of-pocket medical expenses.   
 
By January 1 of 2019, 2020, and 2021, the department shall report to the Governor, the President of 
the Senate, and the Speaker of the House of Representatives on the participation level, the amount 
paid to enrollees, and cost-savings to both the enrollees and the state resulting from the price 
transparency pilot project. 

 
 
Additional Benefit Choices 
 
Beginning in the 2020 plan year, the bill provides that state employees will have health plan choices at 
four different benefit levels.  These levels are: 
 

 Platinum Level (at least 90% AV) 
 Gold Level (at least 80% AV) 
 Silver Level (at least 70% AV) 
 Bronze Level (at least 60% AV) 

 
The state will make a defined contribution for each employee toward the cost of purchasing a health 
plan.  The employee will have the following options: 
 

 Use the entire employer contribution to pay for health insurance and pay any additional 
premium if the cost of the plan exceeds the employer contribution. 

 Use part of the employer contribution to pay for health insurance and have the balance credited 
to a FSA. 

 Use part of the employer contribution to pay for health insurance and have the balance credited 
to an HSA. 

 Use part of the employer contribution to pay for health insurance and use the balance to 
purchase additional benefits offered through the state group insurance program. 

 Use part of the employer contribution to pay for health insurance and have the balance used to 
increase the employee’s pay.45   

 
The state currently pays 92 percent of the employee’s premium for an individual plan and 88 percent 
for a family plan for a Platinum level plan (HMO) or a Gold level plan (PPO).   
 
The following chart illustrates a hypothetical46 example for a Career Service employee with a family 
plan and a defined contribution benchmarked using the current state contribution, current employee 
contribution, and the current plan cost: 

 
 

                                                 
45 The employee must use part of the employer contribution to purchase health insurance.  The employee may not receive pay in lieu of 
benefits. 
46 All examples must be hypothetical since the 2018 benefit structure and plan actuarial values cannot be known at this time.  
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Family Coverage 
Current Plan 

88% - 92% AV 
80% AV 

Coverage 
70% AV 

Coverage 
60% AV 

Coverage 

State Contribution $16,555 $16,555 $16,555 $16,555 

Plan Cost $18,715 $14,972 $13,101 $11,229 

Employee Contribution $2,160 $0 $0 $0 

Employee Receives $0 $1,583 $3,454 $5,326 

 
Under this hypothetical, the employee may choose the same value health plan as the employee has 
today and pay the same amount as today.  Unlike today, the employee may also choose a different 
health plan and use the remainder toward other health benefits or receive additional salary. 
 
Independent Benefits Consultant 
 
The bill also directs DMS to competitively procure an independent benefits consultant (IBC).  The IBC 
must not be or have a financial relationship in any HMO or insurer.  Additionally, the IBC must have 
substantial experience in designing and administering benefit plans for large employers and public 
employers.   
 
The IBC will assist DMS in developing a plan for the implementation of the new benefit levels in the 
state program.   The plan shall be submitted to the Governor, the President of the Senate and the 
Speaker of the House of Representatives no later than January 1, 2019, and include recommendations 
for:  

 Employer and employee contribution policies. 
 Steps necessary for maintaining or improving total employee compensation levels when the 

transition is initiated. 
 An education strategy to inform employees on the additional choices available in the state 

program.   
 
The ongoing duties of the IBC include: 
 

 Providing assessments of trends in benefits and employer sponsored insurance that affect the 
state program. 

 Conducting comprehensive analysis of the state program including available benefits, coverage 
options, and claims experience. 

 Identifying and establishing appropriate adjustment procedures necessary to respond to any 
risk segmentation that may occur when increased choices are offered to employees. 

 Assist the department with: 
o The submission of any necessary plan revisions for federal review. 
o Ensuring compliance with applicable federal and state regulations. 
o Monitoring the adequacy of funding and reserves for the state self-insured plan. 

 
The IBC will assist DMS in preparing recommendations for any modifications to the state program no 
later than January 1 of each year which shall be submitted to the Governor, the President of the 
Senate, and the Speaker of the House of Representatives. 
 

B. SECTION DIRECTORY: 
 
Section 1:  Amends s. 110.123, F.S., relating to state group insurance program. 
Section 2:  Creates s. 110.12303, F.S., relating to state group insurance program; additional benefits; 

price transparency program; reporting. 
Section 3:  Creates s. 110.12304, F.S., relating to independent benefits consultant. 
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Section 4:  Creates an unnumbered section of law authorizing the Department of Management 
Services to determine and recommend premiums for employees in the state group 
insurance plan for the 2018 plan year, submit the proposed premium rates to the 
Legislative Budget Commission for approval, and providing for application of the premium 
rates in the 2017-18 General Appropriations Act if the Legislative Budget Commission does 
not approve the proposed premium rates. 

Section 5:  Appropriates $151,216 in recurring funds and $507,546 in nonrecurring funds and 
authorizes 2 full-time equivalent positions and 120,000 of associated salary rate for the 
2017-2018 fiscal year to implement the act. 

Section 6:  Provides an effective date of July 1, 2017. 
 

II.  FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT 
 

A. FISCAL IMPACT ON STATE GOVERNMENT: 
 
1. Revenues: 

 
None. 
 
 

2. Expenditures: 
 
See Fiscal Comments. 
 
 

B. FISCAL IMPACT ON LOCAL GOVERNMENTS: 
 
1. Revenues: 

 
None. 
 
 

2. Expenditures: 
 
None. 
 
 

C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR: 
 
The bill will provide additional opportunities for private companies to contract to provide services to the 
state and its employees. 
 
 

D. FISCAL COMMENTS: 
 
The bill appropriates $507,546 in nonrecurring trust funds and $151,216 in recurring trust funds and 2 
FTEs to DMS to implement the administrative provisions of the bill.   The positions and recurring funds 
are provided primarily for the implementation and continued administration of the price transparency 
pilot project, the administration of certain medical and surgical services provided for in the bill, and the 
implementation of communication and education components of the bill.  The nonrecurring funds are 
provided to procure consulting services, conduct actuarial analysis, provide procurement support, 
assist in the development of the premium tiers and the reference pricing pilot project, and assist in the 
development of communication and education tools to provide employees with the means to make well-
informed and educated choices. 
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The provision requiring DMS to determine and propose employee premium rates that reflect the 
actuarial benefit difference between the HMO, PPO and HDHPs for plan year 2018, if implemented, will 
be cost neutral to the state.   Employees will generally have a choice between richer benefits and lower 
premiums. 
 
DMS has previously indicated that the fiscal impact of the development of the tiered premium structure 
in plan year 2020 is indeterminate.   The cost or savings to the state will be dependent on the specifics 
of the premium and cost-sharing arrangement ultimately established by the Legislature in implementing 
the tiered structure.  The tiers and premium structure can be designed to be cost-neutral to the state. 
 
 

III.  COMMENTS 
 

A. CONSTITUTIONAL ISSUES: 
 
1. Applicability of Municipality/County Mandates Provision: 

 
Not applicable.  This bill does not appear to affect county or municipal governments. 

 
2. Other: 

 
None. 

 
 

B. RULE-MAKING AUTHORITY: 
 
DMS has sufficient rule-making authority to implement the provisions of the bill. 

 
 

C. DRAFTING ISSUES OR OTHER COMMENTS: 
 
None. 
 
 

IV.  AMENDMENTS/ COMMITTEE SUBSTITUTE CHANGES 
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A bill t o be entitled 

An act relating t o state group insurance program; 

amending s. 110 .1 23 , F . S .; revising applicability of 

certain defin i tions; defining the term " plan year "; 

authorizing the program to inc l ude additional 

benefits; authorizing an employee to use a specif i ed 

portion of the state's contribut i on to purchase 

additiona l program benefits and supplemental benefits 

under certa in circumstan ces ; providing for the program 

to offer health plans in specified benefit levels; 

requiring the Department of Management Services to 

develop a plan for implementation of the benefit 

levels; providing report ing requi rements ; providing 

for expirat i o n of the i mplementation plan ; creating s . 

11 0 .12 303, F . S. ; authorizing additional benefits to be 

included in the program; requ iring the department to 

contract with at least one entity that provides 

comprehensive pricin g and inclusive services for 

surgery and other medical procedures ; providing 

contract and reporting requirements ; requiring the 

department to contract with an entity to provide 

enrollees with online informat i on on health ca r e 

services and providers; providing contract and 

reporting requirements ; creating s . 110.1 2304 , F.S.; 

directing the depar t ment to contract with an 
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independent benefits consultant ; providing 

qualifications and duties of the independent benefits 

consultant ; providing reporting requirements ; 

providing that the department shal l determine and 

recommend premiums for enrollees for the 2018 plan 

year ; providing requirements for the determination of 

premiums ; requiring the department to submit premium 

rates t o the Legislative Budget Commission by a 

specified date for review and approva l ; requiring 

premium rates to be consistent with the total budgeted 

amount for the program in the Genera l Appropriations 

Act for the 20 17 - 2018 fiscal year ; providing an 

appropriation and authorizing positions ; providing an 

e f fe ctive date. 

41 Be It Enacted by the Legislature of the State of Florida : 

42 

4 3 Section 1 . Subsect i on ( 2) and paragraphs (b) , ( f) , (h) , 

YEAR 

44 and (j) of subsection (3) of section 1 1 0 . 123 , Florida Statutes , 

45 are amended , and paragr aph (k) is added to subsection (3) of 

4 6 that section , to read: 

47 11 0 . 123 State group i nsurance program . -

48 (2) DEFINITIONS . -As used in ss. 110.123- 110 . 1239 ffi-i-s-

4 9 section, the term : 

50 (a) " Department " means the Department of Management 
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52 
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66 

67 

68 

69 

70 

71 

72 

73 

74 

75 

Services. 

(b) "Enrollee " means all state officers and employees, 

retired state officers and employees , surviving spouses of 

deceased state officers and employees, and terminated employees 

or individuals with continuation coverage who are enrolled in an 

insurance plan offered by the state group insurance program. 

"Enrollee " includes all state university officers and employees, 

retired state university officers and employees , surviving 

spouses of deceased state university officers and employees, and 

terminated state university employees or individuals with 

continuation coverage who are enrolled in an insurance plan 

offered by the state group insurance program. 

(c) "Full-time state employees" means emp l oyees of all 

branches or agencies of state government holding salaried 

positions who are paid by state warrant or from agency funds and 

who work or are expected to work an average of at least 30 or 

more hours per week; employees paid from regular salary 

appropriations for 8 months' employment, including university 

personnel on academic contracts ; and employees paid from other

personal - services (OPS) funds as described in subparagraphs 1. 

and 2. The term includes all fu ll- time employees of the state 

universities. The term does not include seasonal workers who are 

paid from OPS funds. 

1. For persons hired before April 1 , 2013 , the term 

includes any person paid from OPS funds who: 
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a . Has worked an average of at least 30 hours or more per 

week during the i nitial measurement period from Apri l 1 , 2013 , 

through September 30 , 2013 ; or 

b . Has worked an average of at l east 30 hours or more per 

week during a subsequent measurement period. 

2 . For persons hired after April 1, 2013 , the term 

includes any person paid from OPS funds who: 

a. Is reasonably expected to work an average of at least 

30 hours or more per week ; or 

b . Has worked an average of at least 30 hours or more per 

week during the person ' s measurement per i od . 

(d) " Health maintenance o rgani zation " or " HMO " means an 

entity certified under part I of chapter 641. 

(e) " Health plan member " means any person participating in 

a state group health insurance plan, a TR I CARE supplementa l 

insurance plan , or a health maintenance o rganization plan under 

the state group insurance program, including enrollees and 

covered dependents thereof . 

(f) " Part - time state employee " means an employee of any 

branch or agency of state government paid by state warrant fr om 

salary appropriations or fr om agency funds , and who is emp l oyed 

for less than an average o f 30 hours per week or , if on academic 

cont ract or seasonal or other type of employment which is less 

than year- round , is employed for less than 8 months during any 

12 - month period , but does not include a person paid from other-
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101 personal - services (OPS) funds . The term includes all part-time 

102 employees of the state universities . 

103 (g) " Plan year " means a calendar year. 

104 J..b.l-hl+ "Retired state officer or employee " or " retiree " 

105 means any state or state university o fficer or employee who 

106 retires under a state retirement system or a state optional 

107 annuity or retirement program o r is placed on disability 

108 retirement , and who was insured under the state group insurance 

109 program at the time of retirement , and who begins receiving 

110 retirement benefits immediately after retirement from state or 

111 state university office or employment . The term a l so includes 

112 any state officer or state employee who retires under the 

113 Florida Retirement System Investment Plan established under part 

114 II o f chapter 121 if he or she : 

115 1 . Meets the age and service requirements to qualify for 

116 normal retirement as set forth ins. 121 . 021(29) ; or 

117 2 . Has attained the age specif ied bys . 72(t) (2) (A) (i) o f 

118 the Internal Revenue Code and has 6 years of creditable service . 

119 ili-ffrt "State agency " or "agency " means any branch , 

120 department, o r agency of state government . "State agency " or 

121 "agency " includes any state university for purposes o f this 

122 section only . 

123 Jil-f--::i:-+- " Seasonal workers " has the same meaning as provided 

124 under 29 C.F . R. s . 500 . 20(s) (1) . 

125 ill-f-1-t " State group health insurance plan or plans" or 
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126 " state plan or plans " mean the state self-insured health 

127 insurance plan or plans offered to state officers and employees , 

128 ret i red state of ficers and employees , and surviving spouses of 

129 deceased state officers and employees pursuant to this section . 

130 (l)-f-k-t "State-contracted HMO " means any health maintenance 

131 organization under contract with the department to participate 

132 in the state group insurance program . 

133 ~+±+ " State group insurance program" or "programs " means 

134 the package of insurance plans offered to state offi cers and 

135 employees, retired state office r s and employees , and surviving 

136 spouses of deceased state officers and emp l oyees pursuant to 

137 this section , including the state group health insurance plan or 

138 plans , health maintenance organization plans, TRICARE 

139 supplemental insurance plans, and other plans required or 

140 author ized by law. 

141 _i&-fffl+ " State off i cer " means any constitutiona l state 

142 off i cer , any elected state o ffi ce r paid by state warrant , or any 

143 appo i nted state of f icer who is commissioned by the Governor and 

144 who is paid by state warrant . 

145 (o)~ " Surviving spouse " means the widow or widower of a 

146 deceased state off i cer , full-time state employee , part-time 

147 state employee , or retiree if such widow or widower was cove r ed 

148 as a dependent under the state group health insurance p lan ,-a-

149 TRI CARE supplemental insurance plan, or a health maintenance 

150 organi zat ion plan established pursuant to this section at the 
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151 time of the death of the deceased officer , employee , or retiree . 

152 " Surviving spouse " also means any widow or widower who is 

153 receiving or e ligible to receive a monthly state warrant from a 

154 state retirement system as the beneficiary of a state officer , 

15 5 full - time state employee , or retiree who died prior to July 1, 

156 1979 . For the purposes of this section, any such widow or 

157 widower shall cease to be a survi ving spouse upon his or her 

158 remarriage . 

159 JE.l+e+ " TRICARE supplemental insurance plan " means the 

160 Department of Defense Health Insurance Program for eligible 

161 members of the uniformed services authorized by 10 U. S .C. s. 

162 1097 . 

163 

164 

165 

166 

167 

168 

169 

170 

171 

172 

173 

174 

175 

(3) STATE GROUP INSURANCE PROGRAM . -

(b) It is the intent of the Legislature to offer a 

comprehensive package o f health insurance and retirement 

benefits and a personnel system for state employees which are 

provided in a cost-efficient and prudent manner, and to al low 

state employees the opt i on to choose benefit plans which best 

suit their individual needs . Therefore , The state group 

insurance program is established which may include the state 

group health insurance plan or plans , health maintenance 

organization plans , group life insurance plans, TRICARE 

supplemental i nsurance plans, group accidental death and 

dismemberment plans , -a-ft6- group disabil ity insurance plans~~ 

Furthermore, the department is additionally authorized to 
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176 establish and provide as part of the state group insurance 

177 program any other group insurance plans or coverage choices , and 

178 other benefits authorized by law that are consistent with the 

179 provisions of this section. 

180 ( f ) Except as provided for in subparagraph (h)2. , the 

181 state contribution toward the cost of any plan in the state 

182 group insurance program shall be unifo rm with respect to all 

183 state employees in a state collect i ve bargaining unit 

184 part i cipating in the same coverage tier in the same plan . This 

185 sect i on does not prohibit the development of separate benefit 

186 plans for officers and employees exempt from the career service 

187 or the development of separate benefit plans for each collective 

188 bargain i ng unit. For the 2020 plan year and thereafter , if the 

189 state 's contribution is more than the premium cost of the health 

190 plan selected by the employee, subject to federal limitation , 

191 the emp l oyee may elect to have the balance : 

192 1 . Credited to the employee's flexible spending account; 

193 2 . Credited to the employee ' s health savings account ; 

194 3 . Used to purchase additional benefits offered through 

195 t he state group insurance program; or 

196 4 . Used to increase the employee 's salary . 

197 (h)l. A person eligible to participate in t he state group 

198 insurance program may be authorized by rules adopted by the 

199 department , in lieu of participating in the state group health 

200 insurance plan , to exercise an option to elect membership in a 
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201 health maintenance organ i zation plan which is under contract 

202 with the state in accordance with criteria established by this 

203 section and by said rules . The offer of optional membership in a 

204 health maintenance organ i zation p l an permitted by this paragraph 

205 may be limi ted or conditioned by rule as may be necessary t o 

206 meet the requirements of state and federal laws . 

207 2 . The department shall contract with health maintenance 

208 organizations seeking to participate in the state group 

209 insurance program through a request for proposal or other 

210 procur ement process , as developed by the Department of 

211 Management Services and determined to be appropriate . 

212 a. The department shall establish a schedule of minimum 

213 benefits for health maintenance organization coverage , and that 

214 schedule shall include : physician services ; inpatient and 

215 outpatien t hospital services; emergency med i ca l services , 

216 including out - of- area emergency coverage ; diagnostic laboratory 

217 and diagnostic and therapeutic radiologic services ; mental 

218 health, alcohol, and c hemi ca l dependency treatment services 

219 meeting the mi nimum requirements of state and federal law ; 

220 skilled nursing facilities and services ; prescription drugs ; 

221 age - based and gender - based wellness benefits ; and other benef i ts 

222 as may be required by the department . Add i tional services may be 

223 provided subject to the contract between the department and the 

224 HMO . As u sed in this paragraph , the term "age - based a nd gender -

225 based wellness benefits " inc l udes aerobic exercise , education in 
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226 alcohol and substance abuse prevention, blood cholesterol 

227 screening , health risk appraisals , blood pressure screening and 

228 education, nutrition education, program planning, safety belt 

229 

230 

231 

232 

233 

234 

235 

236 

237 

238 

239 

240 

241 

242 

243 

244 

245 

246 

247 

248 

education , smoking cessation , stress management , weight 

management, and women 's health education. 

b . The department may establish uniform deductibles , 

copayments , coverage tiers, or coinsurance schedules for all 

participating HMO plans . 

c. The department may require detailed information from 

each health maintenance o rganiz at i on participating in the 

procurement process , including information pertaining to 

organizational status , experience in providing prepaid health 

benefits , accessibil ity of services, financial stability of t he 

plan, qualit y of management services , accreditation status , 

quality of medical services, network access and adequacy , 

performance measurement , ability to meet the department ' s 

reporting requirements , and the actuarial basis of the proposed 

rates and other data determined by the director to be necessary 

for the evaluation and selection of health maintenance 

organization plans and negotiation of appropriate rates for 

thes e plans. Upon receipt of proposals by health maintenance 

organ ization plans and the evaluation of those proposals , the 

department may enter into negotiations with all of the plans or 

249 a subset of the plans, as the department determines appropriate. 

250 Nothing shall preclude t he department from negotiating regional 
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251 or statewi de contrac t s wi th health maintenance organ izat i on 

252 plans when this is cost - effective and when the department 

253 determines that the plan of f e rs h igh valu e t o enrollees. 

254 d . The depar t ment may limit the number of HMOs that it 

YEAR 

255 contracts with i n each service area based on the nature of the 

256 bids the department receives , the number of state employees in 

257 t he servi ce area, o r any unique geographical characteristics of 

258 the service area . The department shal l establish by rule servi ce 

259 areas throughout the state. 

260 e. All persons participating in the state g r oup insurance 

261 program may be required to contribute towards a total state 

262 group health premium that may vary depend i ng upon the plan~ 

263 coverage level , and coverage tier selected by the enrollee and 

264 the l evel of state contribution authorized by the Legislature . 

265 3 . The depar t ment is authorized to negotiate and to 

266 contract with specialty psychiat ric hospitals for mental health 

267 benefits, on a regional basis, for alcohol , d r ug abuse , a nd 

268 mental and nervous disorders. The department may estab l ish , 

269 subject t o the approva l of the Legislature pursuant to 

270 subsection (5) , any such regiona l plan upon completion of an 

271 actuarial study to determine any impact on plan benefits and 

272 premi ums . 

273 4. In addition to contracting pursuant to subparagraph 2. , 

274 the department may enter into contract with any HMO to 

275 participate in the state group insurance program which: 
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276 a . Serves greater than 5 , 000 recipients on a prepaid basi s 

2 77 under the Medicaid program ; 

2 78 b . Does not currently meet the 25 - percent non -

279 Medicare/non- Medicaid enrollment composition requirement 

280 established by the Depa r t ment of Health excluding participants 

281 enrolled in the state group insurance program; 

282 c . Meets the minimum benefit package and copayments and 

283 deductibl es contained in sub-subparagraphs 2 . a . and b .; 

284 d . Is will i ng to participate in the state group insurance 

285 program at a cost of premiums that is not greater than 95 

286 percent of the cost of HMO premiums accepted by t he department 

287 in each service area ; and 

288 e . Meets the minimum surplus requ irements o f s . 641 . 225 . 

289 

290 The department is authorized to contract with HMOs that meet the 

291 requirements of sub- subparagraphs a .-d . prior to the open 

292 enrollment per i od for s t ate employees . The department is not 

293 required to renew the contract wi th the HMOs as set forth in 

294 this paragraph more than twice . Thereafter , the HMOs shal l be 

295 eligible to participate in the state group insurance program 

296 only through the request fo r proposal or invi tation to negotiate 

297 process described in subparagraph 2. 

298 5 . All enrollees in a state group health insurance plan , a 

299 TRICARE supplemental insurance plan , or any health maintenance 

300 organization plan have the opt i on of changing to any other 
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301 health plan that is offered by the state within any open 

302 enrollment period designated by the department . Open enrollment 

303 shall be held at least once each calendar year . 

304 6. When a contract between a treating provider and the 

305 state - con t racted health maintenance organization is terminated 

306 for any reason other than for cause , each party shall al l ow any 

307 enrol l ee for whom treatment was active to continue coverage and 

308 care when medically necessa ry, through completion of treatment 

309 of a condition for which the enrollee was receiving care at the 

310 time o f the termination , until the en r o llee selects another 

311 treat ing provider , or until t he next open enrollment period 

312 offered, whichever is longer, but no longer than 6 months after 

313 termi nation of the contract . Each party to the terminated 

314 contract shall a ll ow an enrollee who has initiated a cours e of 

315 prenata l care, regardless of the trimester in which care was 

316 initiated, to continue care and coverage until completion of 

317 postpartum care . This does not prevent a provider from refusing 

318 to continue t o provide care to an enrollee who i s abusive , 

319 noncompliant , or in arrears in payments for services provided. 

320 Fo r care cont inued under this subparagraph , the program and the 

321 provider shall continue to be bound by the terms of the 

322 terminated cont ract. Changes made with i n 30 days before 

323 terminat i on of a contract are effective only if agreed to by 

324 both parties . 

325 7 . Any HMO participating in the state group insurance 
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326 program shall submit health care utilization and cost data to 

327 the department, in such form and in such manner as t h e 

YEAR 

328 department shall require , as a condition of participating in the 

329 program . The department shall ent er into negotiations with i ts 

330 contracting HMOs to determine the nature and scope of the dat a 

331 submission a nd the fina l requirements, format , pena lties 

332 associated with n oncompliance , and timetables for submi ssion . 

333 These determinations shall be adopted by r ule. 

334 8 . The department may establish and direct , with respect 

335 to col l ective bargaining issues, a comprehensive package of 

336 insurance benefits that may include s upplemental health and life 

337 coverage , dental care , l ong- te rm care , vis i on care , and othe r 

338 benefit s it determines necessary to enable state employees to 

339 select from among benefit options that best suit their 

340 individual and fami l y needs . Beg inning with the 2018 p lan year , 

34 1 the package o f benefits may also inc lude products and services 

342 described ins . 110 . 12303 . 

343 a . Based upon a desired benefit package , the department 

344 shall issue a r equest f or proposal or invitation t o negotiate 

345 for health insurance providers interes t ed in participating in 

3 46 the state group insurance program, and the department shal l 

347 issue a reques t f or proposal or invitation to negotiate for 

348 insurance providers interested in participating in the non -

349 health-related components of t h e state group i nsurance program . 

350 Upon receipt o f all proposals , the department may enter into 
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351 contract negotiations with insurance providers submitting bids 

352 or negotiate a specially designed benefit package . Insurance 

353 providers offering or providing supplemental coverage as of May 

354 30 , 1991 , which qualify for pretax benefit treatment pursuant to 

35 5 s . 125 of the I nterna l Revenue Code of 1986 , with 5 , 500 o r more 

356 state employees cu r rently enrolled may be included by the 

357 department in the supp l emental insurance benefit plan 

358 established by the department without participating in a request 

359 f o r proposal , submittin g bids , negotiating contracts , o r 

360 negotiating a specially designed benefit pac kage . These 

361 contracts shal l provide state employees with the most cost -

362 effective and comprehensive coverage available; however , except 

363 as provided in subparag r aph (f)3 ., no state or agency funds 

364 shall be contr i buted toward the cost of any part of the premium 

365 of such supplemental benefit p l a ns. With respect to dental 

366 coverage , the division sha l l include in any solicitation o r 

367 contract for any state group den t al prog r am made a ft er J u ly 1, 

368 2001 , a comprehens i ve indemnity dental plan option which offers 

369 enrollees a completely unrestricted choice of dentists . If a 

370 dental plan is endorsed , or in some manner recogn i zed as the 

371 preferred product , such plan shall include a comprehensive 

372 indemnity dental plan option which provides enrollees with a 

373 completel y unrestricted choi ce of dentists . 

374 b . Pursuant to the applicable provisions of s . 110 . 161 , 

375 ands . 125 of the Internal Revenue Code o f 1986 , the depar t ment 
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376 shall enroll in the pretax benefit program those state employees 

377 who volun t ar il y e l ect coverage in any of the supplemental 

378 insurance benefit plans as provided by sub-subparagraph a . 

379 c . Nothing here in contained shall be construed to prohibit 

380 insurance p r oviders f rom continuing to provide or offe r 

381 supplemental benefit coverage to state employees as provided 

382 under existing agency plans . 

383 (j) For the 2020 plan year and thereaf ter , health plans 

384 shall be offe red in the followin g benef i t levels : 

385 1. Pl atinum leve l, which shall have an actuar ial value of 

386 at least 90 percent. 

387 2. Gold level , which shall have an actuarial va lue of at 

388 least 80 percent . 

389 3 . Silver l eve l, which shall have an actuarial va lue of at 

390 l east 70 percent . 

39 1 4. Bronze level , which shal l h ave an actuarial value of at 

392 least 60 percent Notwithstanding paragraph (f) requiring uniform 

393 contributions , and for the 2011 2012 fiscal year only, the state 

394 contribution toward the . cost of any plan in the state group 

395 insurance plan is the difference between the overall premium and 

396 the empl oyee contribution. This subsection eHpires June 30 , 

397 ~ -

398 (k) In consul tation with t he independent benefits 

399 consultant des c ribed in s . 11 0 .1 230 4, the depar tment sha l l 

400 develop a plan for implementation o f the benefi t levels 
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401 described in paragraph (j) . The plan shall be submitted to the 

402 Governor , the President of the Senate , and the Speaker of the 

403 House of Representatives by January 1 , 2019 , and include 

404 recommendations for : 

405 1. Employer and emp l oyee contribution policies . 

406 2 . Steps necessary for maintaining or improving total 

407 employee compensation levels when the transition is initiated. 

408 3 . An education strategy to inform employees of the 

409 additional choices available in the state group insurance 

410 program . 

411 

412 This paragraph expires Ju l y 1 , 2019 . 

413 Section 2 . Section 110.123 03 , Florida Statutes , is created 

414 to read : 

415 110 . 12303 State group insurance program ; additional 

416 benefits; price transparency program; reporting.-Beginning with 

417 the 2018 plan year : 

418 (1) In addition to the comprehensive package of h ea lth 

419 insurance and other benefits required or authorized to be 

420 inc l uded in the state group insurance program, the package of 

421 benefits may also include products and services offered by : 

422 (a) Prepaid limited health service organizations 

423 authorized pursuant to part I of chapter 636. 

424 (b) Discount medical plan organizat i ons authorized 

425 pursuant to part II of chapter 636. 
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426 (c) Prepaid health clinics licensed under part II of 

427 chapter 641 . 

428 (d) Licensed health care providers , including h ospitals 

429 and other health facili t ies , health care clinics , and health 

430 professionals , who sel l s ervice contracts and arrangements f or a 

431 specified amount and type of health servi ces . 

432 (e) Provider organizations , including service networks , 

433 group practices , profess ional associat ions, and othe r 

434 i nco rporated organizations of providers , who sell service 

435 cont racts a nd arrangements for a specified amount and type of 

436 health services . 

437 (f) Ent it ies that provide specific health services in 

438 accordance with appli cable state law and sell servi ce contracts 

439 and a rrangements for a specified amount and type of health 

4 4 0 serv ices . 

441 (g) Entit i es that provide health services or treatments 

44 2 through a bidding process. 

443 (h) Enti ties that provide hea l th services o r treatments 

444 through the bundling or aggregating of health services or 

445 treatments . 

446 (i) Entities that provide other innovative and cost -

447 effective health service delivery methods. 

448 (2) (a) The depa r tment shall contract with at least one 

449 e n t ity that provides comprehensive pricing and inclusive 

450 services for surgery and other med i cal procedures which may be 
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451 accessed at the opt ion of the enrollee. The contract shall 

452 require the entity to: 

YEAR 

453 1. Have procedures and evidence - based standards to ensure 

454 the inclusion of only high-quality health care providers . 

455 2 . Provide assistance to the enrollee in accessing and 

456 coordinating care. 

457 3 . Provide cost savings to the state group insurance 

458 program to be shared with both the state and the enrollee. Cost 

459 savings payable to an enrollee may be: 

460 a. Credited to the enrollee ' s flexible spending account ; 

461 b. Credited to the enrol l ee ' s health savings account; 

462 c. Credited to the enrollee's health reimbursement 

4 63 account; or 

464 d. Paid as additional health plan reimbursements not 

465 exceeding the amount of the enrollee's out -of-pocket medical 

466 expenses. 

467 4. Provide an educational campaign for enrollees to learn 

468 about the services offered by the entity. 

469 (b) On or before January 15 of each year, the department 

470 shall report to the Governor, the President of the Senate , and 

471 the Speaker of the House of Representatives on the participation 

472 level and cost -savings to both the enrollee and the state 

473 resulting from the contract or contracts described in this 

474 subsection . 

475 (3) The department shall contract with an entity that 

Page 19 of 24 
PCB HHS 17-01 

CODING: Words stricken are deletions; words underlined are additions. 

v 



F L O R D A H O U S E O F REPRESENTATIVES 

PCB HHS 17-01 ORIGINAL 

476 provides enrollees with online information on the cost and 

477 quality of health care services and providers, allows an 

478 enrollee to shop for health care services and providers, and 

479 rewards the enrollee by sharing savings generated by the 

YEAR 

480 enro l lee ' s choice of se r v i ces or providers. The contract s h a ll 

481 require the entity to : 

482 (a) Establish an Internet - based, consumer- friendly 

483 platform that educates and informs enrollees about the price and 

484 quality of hea l th care services and providers , i ncluding the 

485 average amount paid in each county for hea l th care services and 

486 provi de r s . The average amounts paid for such services and 

487 provi de r s may be expressed for service bundles , which include 

488 a ll products and services associated with a particular treatment 

489 or episode of ca r e, or for separate and distinct products and 

4 90 services . 

491 (b ) Allow enrollees to shop for health care servi ces and 

492 providers using the p ri ce a nd quality information provided on 

493 the Internet - based plat f o r m. 

494 (c) Permit a certified bargain i ng agent of state emp l oyees 

495 to provide educationa l mater i als and counseling to enrollees 

496 regarding the Internet - based platform . 

497 (d) Identify the savings realized to the enrollee and 

498 state i f the enrollee chooses high- qua li ty , lower - cost health 

499 care services or providers , and faci litate a shared savings 

500 payment to the enrol l ee . The amount of shared savings shall be 
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501 determined by a methodology approved by the department and shall 

502 maximize value - based purchasing by enrollees . The amount payable 

503 to the enrollee may be: 

504 1. Credited to the enrollee's flexible spending account; 

505 2. Credited to the enrollee's health savings account; 

506 3. Credited to the enrollee's health reimbursement 

507 account; or 

508 4. Paid as additional health plan reimbursements not 

509 exceeding the amount of the enrollee's out - of - pocket medical 

510 expenses. 

511 (e) On or before January 1 of 2019 , 2020, and 2021 , the 

512 department sha ll report to the Governor, the President of the 

513 Senate, and the Speaker of the House of Representatives on the 

514 participation level, amount paid to enrollees, and cost - savings 

515 to both the enrol lees and the state resulting from the 

5 1 6 implementation o f this subsection. 

517 Section 3. Section 110.12 304, Florida Statutes, is created 

518 to read: 

519 110 . 12304 Independent benefits consultant .-

520 (1) The department shall competitively procure an 

521 independent benefits consultant . 

522 

523 

(2) The independent benefits consultant may not: 

(a) Be owned or controlled by a health maintenance 

524 organization or insurer. 

525 (b) Have an ownership interest in a health maintenance 
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526 organization or insurer. 

527 (c) Have a direct or indirect financial interest in a 

528 health maintenance organization or insurer. 

529 (3) The independent benefits consultant must have 

530 substantial experience in consultation and design of employee 

531 benefit programs for large employers and public employers , 

YEAR 

532 including experience with plans that qualify as cafeteria plans 

533 under s . 125 of the Internal Revenue Code of 1986. 

534 (4) The independent benefits consultant shall: 

535 (a) Provide an ongoing assessment of trends in benefits 

536 and employer-sponsored insurance that affect the state group 

537 insurance program. 

538 (b) Conduct a comprehensive analysis of the state group 

539 insurance program, including avai labl e benefits , coverage 

540 options , and claims experience. 

541 (c) Identify and establish appropriate adjustment 

542 procedures necessary to respond to any risk segmentation that 

543 may occur when increased choices are offered to employees. 

544 (d) Assist the department wi th the submission of any 

545 necessary plan revis i ons for federal review. 

546 (e) Assist the department in ensuring compliance with 

547 applicable federal and state regulations. 

548 (f) Assist the department in monitoring the adequacy of 

549 funding and reserves for the state sel f-insured plan. 

550 (g) Assist the department in preparing recommendations for 
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551 any modifications to the state group insurance program wh i ch 

552 shall be submitted t o the Governor , the President of the Senate , 

553 a nd the Speaker of the House of Representat i ves by January 1 of 

554 each year . 

555 Section 4. For the 2018 p l an year , the Department of 

556 Management Se r vices shall determine and recommend premiums for 

557 enr ollees that reflect the actual differences in costs to the 

558 program for each of the hea l th maintenance organization and the 

559 prefe r red provider organi za t ion plan options offered in the 

560 state group insurance program for both se l f - insured and fu l ly 

561 ins u r ed p l ans . The p r emi um alternatives for t he plan options 

562 sha ll r eflect the costs to the program for both med i cal and 

563 prescription drug bene fit s . By J uly 1 , 2017 , the department 

564 shall submit the proposed enrollee premium rates for the 20 1 8 

565 plan ye a r to the Legis l ative Budget Commiss i on for review and 

566 approval . I f the Legislative Budge t Commission does not approve 

567 the proposed rates , t he r ates provi ded in the 2017 - 2018 Genera l 

568 Approp r iations Act s h a ll apply . The premium rates for employers 

569 sha l l be the same as those established for the state group 

570 insu r a nce program in the General Appropriations Act for the 

571 20 17- 2018 fiscal year . 

572 Section 5 . (1) For the 2017 - 2018 fiscal year , the sums of 

573 $151,216 i n recurr ing fu nds and $507 , 546 i n nonrecurring funds 

574 are appropriated from the State Employee s Health Insurance Trust 

575 Fund to the Department o f Management Servi ces , and two full - time 
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576 equivalent positions and associa ted salary rate of 120 , 000 are 

577 authorized , for the purpose of impl ementing this act . 

578 (2) (a) The recurring funds appropriated in this section 

579 shall be allocated to the following specific appropriation 

580 categories within the Insurance Benefits Administration Program: 

581 $150 , 528 in Salaries and Benefits and $688 in Special Categor ies 

582 Transfer to Department of Management Services-Human Resources 

583 Purchased per Statewide Contract. 

584 (b) The nonre curring funds appropriated in this section 

585 shall be allocated to the following specific appropriation 

586 categories: $500 , 000 in Specia l Categories Contracted Servi ces 

587 and $7 , 546 in Expenses . 

588 Section 6 . This act shall take effect July 1, 2017. 
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Overview 

• Program background 
• Nursing facility transition 
• Cost savings 
• Billing data 
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Statewide Medicaid Managed Care:  
Fully Integrated Long-term Care Program 

• Long-term Care program covers: 
– Nursing facility 

• Furnishes medical or allied inpatient care  
• Institution; more restrictive; generally more costly 

– Home and Community Based Services 
• Care in the home, family home, or assisted living 

facility 
• Designed to prevent or delay facility placement 
• Less restrictive, generally less costly 
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Member Characteristics 
• All members must meet nursing facility level of care 
• Enrolled in the program by: 

– Residing in a nursing facility or 
– Being scored as most frail and in need of services 

• Average enrollee: 
– 67% age 75 and older 
– Needs assistance with more than one activity of daily living 

(e.g., bathing, dressing, eating, toileting), and 75% need 
help with three or more.  
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Nursing Facility “Transition” 

• Transition:  When a LTC enrollee leaves a nursing facility to 
move to a community setting 
– Community: Their own home, their family home, assisted 

living facility 
• 12.1% decrease in the number of Medicaid recipients residing 

in a nursing facility since program implementation (2013-
2016) 
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Who Makes Transition Happen? 

• LTC plan care managers work with the individual to develop a 
plan for transition 

• Modify their existing home (e.g., grab bars in bathroom) or 
locate a safe, affordable place to live 

• Arrange for in-home supports (e.g., personal care aide, 
medical equipment and supplies, home-delivered meals) 

• LTC plan can pay security and utility deposits, moving costs, 
basic home furnishings 
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Why is Transition Important? 

• Enhances quality of life 
• Complies with Americans with Disabilities Act and Florida 

Statutes 
• Saves money 
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Transition Improves Quality of Life 
• Living in the community means: 

– Being at home with loved ones 
– Living in a setting where they have cherished memories 
– Visiting with friends in a setting with which they are 

familiar and comfortable 
– Being a part of supportive communities 

• 2016 LTC Enrollee Satisfaction Survey shows that: 
– 76% of respondents stated that their quality of life has 

improved since enrolling in their LTC plan. 
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Transition Complies with  
Federal & State Law 

• Americans with Disabilities Act 
– Requires that individuals with disabilities be given 

opportunity to “receive services in the least restrictive 
setting appropriate to their needs”  

• Florida Statute 
– Requires that the LTC program incorporate financial 

incentives to reduce the percentage of individuals on 
Medicaid in nursing facilities by 3% each year 

– Goal:  No more than 35% of the state’s Medicaid long-term 
care recipients are in nursing facilities. 
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Transition Avoids Increased Costs 

• Without the transitions that have taken place since the LTC 
program implementation, Medicaid LTC services would have 
cost an additional: 
– $284 million in FY 2014-2015  
– $432 million in FY 2015-2016 
– $200 million per year in subsequent years 
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Transition Continues Even After a Year-
Long Nursing Facility Stay 

• Out of all LTC program enrollees who have transitioned from 
a nursing facility to a home-like setting, 64% transitioned 
after more than 60 days of enrollment in the health plan. 
– Enrollment in the LTC plan generally occurs after a 60 day 

stay in a nursing facility, so you can assume the stay began 
at least 60 days earlier 

• 20 % of transitions occur after 365 days enrollment in the 
health plan. 
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Long-term Care Program Payments 
• The Agency pays LTC plans a monthly capitation payment to 

provide services to their enrollees. 
• Plans must pay for all covered services for their enrollees, 

regardless of whether the cost of those services exceeds the 
capitation rate received from the Agency. 

• Plans are required to pay nursing facilities and hospice 
providers the rate set by the Agency. 
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LTC Plan Requirements for Prompt  
Payment of Nursing Facility Claims 

• Plans have contractual requirements regarding the prompt 
payment of clean claims. 

• The LTC plan must have a process for handling and addressing 
the resolution of provider complaints concerning claims issues. 

• Providers can report any provider payment issues to the 
Agency.    
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LTC Plan Requirements for Prompt  
Payment of Nursing Facility Claims 

• The Agency is required to contract with an organization to 
provide assistance with the resolution of claim disputes that 
are not resolved by providers and health plans. 
– The Agency currently contracts with Maximus, an 

independent dispute resolution  organization. 
– All providers who provide services to recipients in licensed 

HMOs (including Medicaid and commercial HMOs) can 
utilize the Agency’s Maximus Contract to file a dispute. 
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LTC Plan Requirements for Prompt  
Payment of Nursing Facility Claims 

• Clean claim:  
– A claim that can be processed without obtaining additional 

information from the provider or a third party. 
• Electronically submitted clean claims: 

– Must pay within 10 business days of submission 
• Paper clean claims: 

– Must pay within 20 business days of submission 
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Reasons Why a Nursing Facility Claim  
May Not Be Paid Timely  

• Facility does not timely submit claims 
– LTC plans have no control over the time it takes for a 

facility to prepare and submit a claim 
• Not a clean claim 

– E.g., Missing or inappropriate values in required claim 
fields. 

• Claim requires additional documentation for payment  
• Failure by plan to approve claim for payment. 
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Nursing Facility Claims Payment Analysis: 
Methodology and Assumptions 

• The Agency analyzed paid claims data to determine how 
quickly LTC plans are paying nursing facility claims. 

• The analysis uses calendar year 2016 data and includes: 
– Dates of Service January 2016 through December 2016 
– Dates of Payment January 2016 through December 2016 

• January through September 2016 claims are reconciled to the 
LTC plans’ financial reports (Achieved Savings Rebate) 
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Nursing Facility Claims Payment Analysis: 
Methodology and Assumptions 

• Assumes all claims were submitted to the LTC plan 1 week 
after the date of service. 

• 14 calendar days equates to 10 business days. 
• All claims are treated as if they were submitted electronically, 

even though there is a longer timeframe to pay paper claims. 
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Summary of Payment Timelines and Associated Dollars 

State Benchmark 
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91% of Nursing Home Claims Paid Within State Benchmark 
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Summary of Payment Timelines and Associated Dollars 
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Enforcing Compliance with the 
Contract 

• The Agency monitors health plans to ensure they comply with 
their contract, e.g.: 
– Weekly reviews of recipient and provider complaints 
– Analysis of dozens of regular reports from plans 

• If plans are out of compliance with their contract the Agency 
can impose: 
– Corrective action plans 
– Monetary liquidated damages, and/or  
– Sanctions (monetary or non-monetary) 

• Have assessed and collected $80,000 in fines to two Long-
Term care plans. 
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Questions? 
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