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

Fiscal Impact Summary FY 2008-2009 FY 2009-2010

State Revenue $ 0 $ 0

State Transfers or Diversions
Diversion from the General Fund to the
     Division of Insurance Cash Fund ($ 15,900) ($ 24,000)

State Expenditures
Total
General Fund
Cash Funds - Division of Insurance Cash Fund
Federal Funds

$ 223,300
103,700
15,900

103,700

$ 296,000
136,000
24,000

136,000

FTE Position Change 3.0 FTE 3.0 FTE

Effective Date:  Upon signature of the Governor or upon becoming law without his signature.

Appropriation Summary for FY 2008-2009:  See State Appropriations section of the fiscal note. 

Local Government Impact:  None.

Summary of Legislation

The reengrossed bill requires the Department of Health Care Policy and Financing, in
coordination with the Division of Insurance and a panel of experts, to prepare a request for
information from health insurance carriers.  Carriers are requested to provide information regarding
the design of a new health insurance product, known as a value benefit plan (VBP), to be offered in
the individual market.  After information is received, the department, in collaboration with the
division and the panel of experts, must acquire actuarial projections, research potential cost savings,
and analyze the information provided by the carriers.  

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

< the lowest level of benefits allowed in the state's individual health insurance market,
including primary and preventive care and participation in wellness programs
(limited to $250,000 lifetime benefit);
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< a waiting period for persons wanting to enroll in a VBP who have creditable
coverage;

< the use 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 communities including
community health centers 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 market and the CoverColorado program.  

Request for Proposals (RFP).  A RFP may be developed for the purpose of obtaining plan
designs for a value benefit plan.  The department must consider including the following assumptions
in the RFP: 

< all Coloradans will be required to obtain health coverage;
< a VBP 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 single adults with income up to 100 percent

of the federal poverty level;
< a waiting period will be imposed; and
< a dedicated source of revenue will be available.  

Centennial Care Choices Program.  After evaluating any proposals,  recommendations are
forwarded to the Governor. If the Governor recommends implementation of a plan, legislation may
be introduced to create the Centennial Care Choices Program.  The program must include the
following, if consistent with the Governor's recommendations:

< standards for VBPs and a process for periodic review of these plans;
< a consumer advisory council; and
< a dedicated revenue source to fund costs of the program, including a ballot question to

seek voter approval if a tax increase is recommended.  

State Transfers and Diversions

This bill diverts $15,900 from the General Fund in FY 2008-09 and $24,000 in FY 2009-10.
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 General Fund.
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General Fund for Transportation.  Based on the March 2008 Legislative Council Staff
revenue forecast, there is enough money to partially fund the annual diversion to 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 General Fund revenue, thereby reducing the SB 97-1 diversion by $15,900 in
FY 2008-09.

State Expenditures

Total state expenditures are expected to increase by $223,300 and 3.0 FTE in FY 2008-09
and $296,000 and 3.0 FTE in FY 2009-10.  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.  

Table 1.  Expenditures Under SB08-217

Cost Components FY 2008-09 FY 2009-10

Department of Health Care Policy and Financing

Personal Services $169,185 $169,150

FTE 3.0 3.0

Operating Expenses & Capital Outlay 13,215 2,850

Contractor Costs 25,000 100,000

Subtotal $207,400 $272,000

Division of Insurance - Actuary Services $15,900 $24,000

TOTAL $223,300 $296,000
General Fund 103,700 136,000

Cash Funds 15,900 24,000
Federal Funds 103,700 136,000

Department of Health Care Policy and Financing -- $207,400 and 3.0 FTE.  The
department has primary 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 a request for information and (it is assumed) a request for proposals for a new

health insurance product, and evaluate submitted proposals;
< perform research and make recommendations to the Governor related to an individual

health 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.
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For FY 2008-09, costs are included for 3.0 FTE and contract assistance to complete the
activities outlined.  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, staff requirements will continue at least through
March 2010 when recommendations are expected to be presented to the Governor.  The fiscal note
assumes that the Governor will recommend legislation which is expected to drive a continuing need
for staff to respond to questions and perform further research.  Thus, a full year of expenses are
anticipated.  However, should the Governor reject the proposals, costs may be reduced to $204,000
(9 months).  Any reduction in funding requirements can be addressed through the annual budget
process.   

The fiscal note assumes that any expansion of Medicaid to include single adults requires
further legislation.  Thus, costs are not included.  

Department of Regulatory Agencies, Division of Insurance -- $15,900.  The division is
required to coordinate with the Department of Health Care Policy and Financing to complete the
requirements of the bill.  Costs are included to provide health insurance and actuarial expertise,
which increase in FY 2009-10 based on the assumption that RFPs will require actuary reviews.  

Expenditures Not Included

Pursuant to a Joint Budget Committee policy, funding for the items noted below will not be
included in fiscal note expenditure estimates. 

• group health, life and dental insurance • short-term disability
• inflation indices • leased space
• amortization equalization disbursements • indirect costs
• supplemental amortization equalization disbursements  

State Appropriations

For FY 2008-09, the fiscal note indicates that the Department of Health Care Policy and
Financing should receive an appropriation of $227,400 and 3.0 FTE split equally between the
General Fund and federal funds ($103,700 each).

The Department of Regulatory Agencies, Division of Insurance, should receive a cash funds
appropriation of $15,900 from the Division of Insurance Cash Fund.

Departments Contacted

Health Care Policy and Financing Regulatory Agencies 
Office of the Governor


