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TITLE: CONCERNING THE FRAMEWORK FOR DEVELOPING THE CENTENNIAL CARE
CHOICES PROGRAM TO REFORM THEHEALTH CARE SYSTEM IN COLORADO,
AND MAKING AN APPROPRIATION THEREFOR.

Fiscal Impact Summary FY 2008-2009 FY 2009-2010**
State Revenue
Cash Funds - Gifts, Grants, and Donations Potential Increase $0
State Transfersor Diversions
Diversion from the General Fund to the
Division of Insurance Cash Fund ($29,500) $0

State Expenditures
Total $411,900 $0
Genera Fund 128,700
Cash Funds

Gifts, Grants, and Donations 62,500*

Division of Insurance Cash Fund 29,500
Federal Funds 191,200
FTE Position Change 0.0FTE 00FTE
Effective Date: The bill was signed by the Governor and became law on June 3, 2008.
Appropriation Summary for FY 2008-2009: See State Appropriations section of the fiscal note.
L ocal Government Impact: None.

* These expenditures are conditional upon the receipt of gifts, grants, and donations.
** For FY 2009-10, any state revenue, diversions, and expenditures are conditional upon further

legislation, and are not identified in the fiscal note.

Summary of Legidation

Thebill requires the Department of Health Care Policy and Financing, in coordination with
the Division of Insurance and a panel of experts, to prepare arequest for information from health
insurance carriers and other interested parties. Carriers are requested to provide information
regarding the design of anew health insurance product, known as avalue benefit plan (VBP), to be
offeredintheindividual market. Afterinformationisreceived, thedepartment, in collaborationwith
the division and the panel of experts, must acquire actuarial projections, research potential cost
savings, and analyze the information provided by the carriers.
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Thebill requiresthedepartment to providethe House and Senate Health and Human Services
Committees with a preliminary report by December 15, 2008, and a final report with legislative
recommendationsby March 1, 2009. The committeesmay recommend legislationfor the Centennial
Care Choices Program including: (1) developing VBPs, (2) creating a state subsidy program, and
(3) identifying afunding source with areferendum to the voters for atax increase if appropriate.

Value Benefit Plans (VBPs). At a minimum, proposals for VBPs must be based on the
following:

» thelowest level of benefits allowed in the state's individual health insurance market,
including primary and preventive care and participation in wellness programs,

» theuse of health information technology, telemedicine, and internet-based health care
education materials and tools;

» encouragement of pay-for-performance systems for reimbursing health care providers
and other innovative or collaborative efforts within communitiesincluding community
health centers, hospice providers, and other safety net providers;

» rate setting based on age and geographic location of the policyholder with optional
coverage choices for consumers,

»  premium payment through a state-paid premium subsidy if appropriate; and

»  protection of the existing small group and individual markets and the CoverColorado
program.

Request for Information (RF1). A RFI must be developed for the purpose of obtaining
informationto makelegidativerecommendationsfor health carereform. Thefollowingassumptions
are outlined for the RFI process:

» al Coloradans will be required to obtain health coverage;

» aVBP will be the minimum benefits package available in the individual market;

» a premium subsidy program to assist low-income individuals and families will be
created;

» Medicaid will be expanded to include adults with income up to 100 percent of the
federa poverty level; and

» adedicated source of revenue will be available.

State Revenue

Any increase to state revenuein FY 2008-09 is conditional upon the receipt of gifts, grants,
and donations. The bill allowsthe Department of Health Care Policy and Financing to solicit gifts,
grantsand donationsif the General Fund moniesincluded intheappropriation clauseareinsufficient
to meet the requirements of the bill. While no gifts, grants, and donations are currently identified,
the fiscal note indicates that $62,500 is required.
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State Transfers and Diversions

This bill diverts $29,500 from the General Fund in FY 2008-09. The revenue diversion
occurs because the bill increases costs in the Department of Regulatory Agencies, Division of
Insurance, which is funded with premium tax revenue that would otherwise be credited to the
Genera Fund.

General Fund for Transportation. Based on the March 2008 Legidative Council Staff
revenueforecast, thereisenough money to partially fund the annual diversionto the Highway Users
Tax Fund (HUTF) under the provisions of SB 97-1 beginning in FY 2008-09 through FY 2010-11.
This bill reduces Genera Fund revenue, thereby reducing the SB 97-1 diversion by $29,500 in
FY 2008-09.

State Expenditures

Total state expenditures are expected to increase by $411,900 in FY 2008-09. Of thetotal,
$65,500 is conditiona upon the receipt of gifts, grants, and donations. Costs are incurred in both
the Department of Health Care Policy and Financing and the Department of Regulatory Agencies
as discussed below and shown in Table 1. For FY 2009-10, any costs are conditional upon further
legislation and are not included in the fiscal note.

Table 1. ExpendituresUnder SB08-217
Cost Components FY 2008-09
Department of Health Care Policy and Financing

Temporary Personal Services $169,185
Operating Expenses & Capital Outlay 13,215
Contractor Costs 200,000,
Subtotal $382,400]
Division of Insurance - Actuary Services $29,500
TOTAL $411,900,
Genera Fund 128,700,
Gifts, Grants and Donations* 65,500
Division of Insurance Cash Fund 29,500
Federal Funds 191,200

* Conditional
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Department of Health CarePolicy and Financing -- $382,400. Thedepartment hasprimary
responsibility for requirements included in the bill. Staff is required to perform the following
functions:

» coordinate with the Division of Insurance and a panel of experts;

» acquire relevant actuarial projections and research cost savings,

» develop arequest for information for a new health insurance product, and evaluate
submitted proposals;

»  perform research and make recommendations to the legislature related to an individual
heal th insurance mandate including enforcement mechanisms, a state health insurance
subsidy program, evidence-based medicine, expanding Medicaid, and amounts and
sources of revenue required for the Centennial Care Choices Program; and

» provide logistical and administrative support to the advisory panel.

For FY 2008-09, costs are included for temporary personal services and contract assistance
to complete the activities outlined by March 2009. The staffing level and costs are similar to the
personnel costs of the Blue Ribbon Commission for Health Care Reform which recently completed
its work and which the department is expected to build upon.

For FY 2009-10, the fiscal note assumes that any costs will be identified in further
legislation, including any expansion of Medicaid to include single adults. Thus, costs are not
included here.

Department of Regulatory Agencies, Division of Insurance -- $29,500. The division is
required to coordinate with the Department of Health Care Policy and Financing to complete the
requirementsof thebill. Costsareincluded to provide approximately 700 hours of health insurance
and actuarial expertise.

Department Differences

The Department of Health Care Policy and Financing identified the need for $442,727 and
2.7 FTE to implement this bill, $60,327 more than what is included in the fiscal note. The
department identified the need for existing staff to provide input to the panel of experts, and related
costs to hire temporary staff to complete ongoing duties of the department. Due to the 9-month
scope and time frame of the project and the flexibility provided to the department in the
appropriation clause, the fiscal note assumes that these activities can be completed within the
amountsincludedin Table 1. Inaddition, sincethe project isto be completed by March 1, 2009, the
fiscal note assumes that use of temporary services is more appropriate than hiring FTE.
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State Appropriations

Consistent withthefiscal note, thebill includesthefollowing appropriationsfor FY 2008-09:

» Department of Health Care Policy and Financing - $382,400 split between the
General Fund ($128,700), cash funds ($62,500) and federal funds ($191,200); and

» Department of Regulatory Agencies, Division of I nsurance - $29,500 (cash funds)
from the Division of Insurance Cash Fund.

Departments Contacted

Health Care Policy and Financing Regulatory Agencies
Office of the Governor



